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FINANCIAL HIGHLIGHTS 

'\ $731,962 $731;314 

$ 54,296 ' s 41,046 

Netlncome (Lots) $ 77,581 S 56,702 
:...:..:..:.;.:::::.:..::..:.:.:.:..:.!:::..:.:::..!-~--...;._---~,. .. ::·,:;:;:--~-----;.'---~--...;_...;_,....::._.:..;..:~~.;,......;:.....:..::..:..::::.._.....::...~~ 

Earnings Per Common Share 
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Before Extraordinary Credits 
\ Net Income (Loss) i, ·. 

Fully Diluted: 
Before Extraordinary Credits 
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G AI= Corporation 
opcratr..::s om· of Ameri­
ca's br~cst spcci;llty 
chemicals busincssl's 
and is .1 kadin~ manu­
fu:torc-r ofhuildin~ 
m~Hads. The Com­

pany h.1s -Ut 10 cm­
ployct'S in J.t pLmts, 
research bbor.ttoril's, 

;llld ~a ks otTiccs 

throu~~hour the Uuitrd 
StatL'S .. md 24 market­

ing .md scr\'icc facilitirs 

;1broad which serve 
customers in 72 coun­
tries ;Hound the world. 

----------~'- .· 

fA slale·of·lhe-art 
Juciear maQnelit: reso­
nance spectrometer 
determines detailed 
moleculllt slructunt 
of sudllclanls and 
acetylenlc derivatives. 
Shown hBre ate three­
dlmtllslonal spectra of 
N·vfnylpyrrol/done, a 
key GAF product. 

Thl' Company's 
CIH .. 'lllical~ I )ivision nt:Hllil;tcturL'S tl.mr m<tior groups ofproducts-acctyknc derivatives, sur­
f:tcwns, cngincning thermoplastics, and mineral gr:umks, holding a significant market share 
in (\ICh tl!" thc:;c princip.d producr groups. GAl-~ chr..:-nucals have ;l broad range of applications, 
l'ncnmp.tssing :;ucb m:uor marhts as automotivL·, agricultural. pharnucemicals, hair and 
skin ctrl' products. plastic~. oil and gas. tcxriks, paper, atlll rubb~:-r. Foreign chemicals mar­

kl'ts rL'prL'sellt an iitG: .. :asiugly importallt sourn: ofGA Fs rL'\'l.'lllll'S and profits. Overseas, 
the Company :1lso distribmcs a compkt.: line ofprl's~;urc-wssd filter systems to most m~~jor 
industrit's, and through a joint n:nLilt'l.' manutlCturrs butancdiol and tctrahydrofuran in 

West Gcnnanv. . ·. .I . ·. \, 

. _· The I3uilding M;W~rials Division is one of the country's major manufacturers of roofing 
pr~dtli.:t<~, jncluding prepared roofing for residential construction and remodeling markets ·. 

and roofin~'pr.qducts for co1nmcrcial and industrial buildings. Its residential roofing sales arc 
oriented 70 per~cl1t to the re-roofing market and 30 percent to new home cqnstruqion. 

GAF owns and ofi'Gr~~cs a New York City_;bascd radio st~tion, WNCN-FM, w~ich pro-

vides classical l111!Sic and etiltmal programming. 
GAF Corp~ration is ranked among Pohuue magazinc's500 largest American indu~trial 

. corporations. 
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GAF ON THE MOVE IN 1985 

As demonstrated by the 
following chronology, GAF was on 
the 1110\'C: in 1'.1!15, compilin~ an 
impressive hst of accomplishments, 
which indudc:d its bl.'st wnings pl·r­
fimnancc in its ~0 yc.us a~ .1 public 
company. 

January~ 

GAF introduces its nc\WSt aspl:ah 
rooting product, Royal Sovereign•, a 
high perlormancc:. rc:sidemial rooting 
shingle dcsigtwd to capitalize: on thl· 
l'llll'rging "middk· markd' fi)r qual­
ity rooting shinglc:s. 

January 22 
GAF ellis ii.)r rcdc:mption 1,13H,000 
shares of its SI.~O Convmiblc Prl·­
fcrrcd Stock. 

Fl'luu<~ry I 

GAr: imroduccs Gaitix VC-71.:'1'". a 
rww gc:ncration oihair care tix;~tiws. 

February II 

GAF announces plan to manufacture 
Rubcroid MB1, a promising new sin­
glc-ply rootin~ system, at Mount 
Vl·rnon. Indiana plant. underscoring 
the Company's commitment to its 
commcrcial rooting business. Expan­
sion is to be financed by a S4. H mil­
lion i11dusrrial revc:nuc bond issul.'. 

F••hnrary Ji) 

GAF completes exp:msi\ln of its pro­
duction capacity tor manuf.1Cture of 

and Polycbr" at its 

t.larch 18 

GAF calls for redemption the 
remaining outstanding shares of its 
SL20 Convertible Preferred Stock. 

April17 

. GAF rc:ports its fifth consrcurive 
quarter of sharply iricrcascd·earnings, 
posting the highl'St first quarter earn-·. 
irigsin the: Company's history; 

lnconw bdi.1rc l'Xtraordinary credits 
was Sll.l million (S.62 per share on a 
fully dilutl•d basis). compared with 
$7 4 million {S.42 pc:r share) a year 
earli~r. Chemicals Division reports 
the best quart1·r in its history, whilt• 
Building MateriJls Divi-:ion reports 
its bl.'st first quart a in five years. 

t\prii IS 

Groundbn:akinr: is held in comwnion 
with cxpamion ofbutanl.'diol capacity 
at GAF'sjoint wnlurc plant in Marl, 
Wl·st Germauy. 

J\pril 29 

Carl It Eckardt and !ohn A. Brennan 
ekcted Prl·sidl•nts, GAF Chemicals 
Division and Building Materials 
Division, respectively. B-:llh remain 
Senior Vice Presidents of the" Corpo­
ration. 

April ;!') 

Based on 1 'JH4 performance, p,;r/11111' 
magazine ranks GAF 11th in total 
return to inwstors, 23rd innc:t 
incoml' as a percent oi stockholders' 
equity, ~nd 92nd in nl.'t income as a 
pl.'rcem of sales among the: nation's 
500 brgest industrial companies. 

May Ill 

GAF acquires ltcichhold Chemicals' 
Glass Fiber Division for S9.~5 mil­
lion. Financing for the acquisition and 
rdated capitall·xpansion progmns is 
obtained through the issuance uf 
industrial revenue bonds in thl· 

June3 
GAF issues S150 million of ten year, 
113/!1% senior subordinated notes,' the 

.largl.'st financing in GAF's history. · 

July 17 

G AF reports the highest second quar­
ter earnings in its history, the: sixth 
consecutive quartc:r of sharply 
incre"ased profits: Income before 

exrraor1linar}' credits w3s S15.4 mil­
lion (S.H6 per shan:), compared with 
Sll. 9million {S.67 p1:r share") a year 
earlil.'r. Chc:micals Division po~ts 
record income for the quartt'r, while 
Building Materials rc:pom its best 
Sl'cond quartl.'r in Sl'VC'n yc:ars. 

Au~mt 14 
GAF announces it has acquirl.'d 
3. 943,600 shares llfUnion Carbide 
CorpNation, or 5.6% of that compa­
ny's total ou!standing shares. In a fil­
ing with thl.' SEC, the: Company 
state's that a businc:ss combination 
bctWl'1.'n GAF and Carbide: is among 
the possibilities being considcrc:d. 

Or.tohl'r 17 

GAF reports its sevtnth consecutive" 
quartc:r of sharply increased earnings, 
with the Chemicals Division record~ 
ing its most profitablc third quarter 
ever and thl.' Building Materials Divi­
sion posting its best quartn in five 
years. Income before extraordinary 
crc:dits was S!5.6million (S.87 ~:r 
share), compared with S ii.l million 
(S.68 a shari.') a yc:ar earlier. 

December 9 

GAF announC(.'S tender offl.'r for 80% 
of Union Carbide's outstanding 
sh:m'S. 

DL•ccmbrr 13 

GAF complet~s I.'Xpansion of its pro­
duction capacity for manufacture of 
butanl.'diol at Calvm City, Kentucky 

December 26 
GAF amends Union Carbide offer, ·. 
proposing to pay S74 per share, all 
c;1sh. for 100% of Union Carbide 
shares. · 

December 31 
GAF common stock closes at S59, 
having increased by 14{) percent from · 
S241ha year earlier. · 

:·i·" 

G-I_EPA0020933 



,. 
I I 

OFF TOA STRONG START 
IN 1986 

January I 

GAF b~gius a y~·;:tr-lon~ commemo­
ration of the toOth Annivcrs.•ry oi tlw 
iormation of tht· company that l_;tt'r 
bt·camc Ruberoid, the predl·n·~sor of 
GAFs lluildin~ MJtl•rials busint•ss. 

j;utu;ny 2 

GAl; proposl's to inneJSl' its ofia f(lr 
100% ofUnilln CJrbid·~'s outstmd­
ing shm•s to S71-i pl·r shan'. 

Janu..ry H 

GAF: annnuncl's withi!nwal of its 
tL·ndcr oficr. stating th.H it is not in 
tht• bL'St il:ll.'rt'sts ofGAF sh.m:holdcrs 
to compl.'tt' against Union Carbidt·'s 
own exchange offer. GAF tl'lldl·rs 3.5 
million CJrbidl' shar,·s into that com­
pany's I.'X(hange ufti:r, while retain in~ 
more tiMn 3.2 million Union Carbide 
shares, nmstimting more.' than 10 per­
Ct'nt of that company's outstanding 
sham'. With respect to GAF's Car­
bide shatcs ;Jcccpll'd i,l the exchange 
offer, GAF disclosl's that it expects to 

rc:cord a prt·-tax gain of ;;pproxi­
nutdy S!)(lmillion and an .liter-tax 
gainiJf approximatdy SHI million, or 
54.50 per share ofGAF common 
stock, in the quartt·r l'llding March 
31. 191\6. 

F:.:ci1ru.1ry fJ 

GAF cornph:tcs l'xpansion ofcom­
nwrtiJI roo fin~ manuf.Kturing 
facility .H Font3n;1, CJlif~,mi.J. 

Fl'IHuary It 

n~conll'.lrni 

mcome 
nary credits reaching S54.3million 
(S3.01 per share), compared with pre.:. 
vious year's S41.0 million {S2.30 per 
share). Chemicals Division and GAF 
Broadcasting register record profits, 
while Building Materials Division 
posts its b~'St year since 1979. 

if 
~ 

Q 

EARNINGS PHl SHARE 
I~) 

ot a2 83 84 es 

i 
,\ 

COMMON STOC1i PRlCf 
{Thl.n) 

.r 

81 !2 83 84 B~ 

"Net Income" reprcserils income (loss) bCfore extraordinary cred, , 
its. "Earnings Per Shan:" represents earnings before cxtuordir.•;Y 
credits on a fully dilutc1l basis. "Common Stock Price'.' _i~ GAF's 
common slC)Cl:: price as'ofDeccmbc:r 31 of each year. 

\ \ • ' . ' 
\ ft 

\ 
Q 

' • . 
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CHAIRMAN'S MESSAGE 

], is wnh \'umiJ~rJbk· pridt• llw I 
report to you on Jnlllhl.'r y~·.a.r of 
achicvt>mo:nt ior GA~J. Y('af in 
\\ hich tht• CompJny\ i!llpr(·:.~iw list 
of a~.xomphhnll'nts mdud\.·d GAF':o. 
bt-st t'Jrniu!!~ pt•rt{mnJ.n(l.' in ih 20 
y~Jr~ ·~' .1. pubh~- compJny. 

19-85 f inanci.;l Results 

for tho: twdn·-munth pt'rio,!tndt•d 
D~.·cl'mh.:r 31. ttJHS, inrnrnc bt•lim· 
exu .wrdinarv cn·,iits wJs S::t4.3mil­
lion I Slot J ~h.m· on a fullv dilut~li 
lusis), compJrl·d with itKt;me of 
S4l. 0 million (S2 .. \IJ J sh.m· un J titlly 
dilutt·d imts) ti.H tht• prt'\'iou~ yt•Jr, 
DivislllniJpt·ratin!! profits incn·ased 
from S')(l.6million in IYX4 to SlllX 
millitln in 19X5. whik rt'\'l.'llllt'S \\'at' 
S7J2 milliun :.ompJrt•d w S7Jl.J mil­
lim• in I'JH4. 

For rh.: ti:mrth quma of 19~5. 
iunHm' bdi.lrt' t•x:r.wl'.linarv ncdits 
w.h Sl2.2million (S.67 J shdr() ,.,~rsus 
SIJ.6 million (S.54 J. shJ.re) fi.lr the llJX·I 
p•:ri,ld. SJ.b iin the fourth qumcr 
\\WI.' Sl74.2 million, mmpared with 
Sl(•h. ·' mil !ton ii.u the ~.nne period .J 

Yt';l r t'.l rli,·r. 
Tilt' Company's opcr.ninA r··~ults 

inclutil'd •ccunl-bh'.lkin~ Chr•mirals 
pmtlts utS92.6 million and a substan­
tial impro\'r:lll\.'IH in thl.' pt'rti.mna~KC' 
of its Building Materi;tls Divi~ion 
from:. profit ofS10.9milhon inl9H4 
to S20.l million in 1')1!5. The Compa­
ny's I'J({~ pertormann· was favor.1bly 
intlul'ncrd by incr~mJ unit sales ((Jr 
most all ih produrt lines, a mm~ 
t'avorahll' prodtKt mix in both its 
busilll'~~l'~. incrl\lSI.'d rnanufarturing 
t•fticierKtr~. and · cost mmrol 

imnr•·•v.•tipcrforlii311CC was a 17% 
in corporate opt'raring 

I.'Xpcnses frorit 518.5 million in 1984 
to 515.4 million in 1985. ·. . 

· Significant 1985 Dewelopll'.erits 

GAF's financial performance in 
1985 was paralleled by an equally 
iniposing record ofachievcmem in 
practically its every undertaking. . . 
Whether it was in terms of new prod-

Ul1 .. lt"vdnpmcnt, thl.' mo~t ambitious 
capital.:xpansion progrJ.m in thl.' 
Company's history. rs:cruitml.'nt of 
mast.mdin~ executives to the Com­
pJny. implcllll'ntation of unique 
illl"t'lltl\'l' COIII'll'nsation prO~TdlllS at 
virruall y ~~\'l'T): lcvd of tlw Corpora­
tion, J ~ucwsful 5150 million bond 
ufferin~. inm·asl.'d manufacturir;g 
L>fticit•ncit'S, iutl'llsifiL'Jtion 0f the 
Comp;my's cost control program,;, 
t•tc, GAF was unmisuk.lbly on the 
mow in 191!5. While otht•r parts of 
thrs Annual HL·pon chronick the 
Company\ arromplishmL'nts in 
mam· ofthc~e .lrl.'as. I would prdcr 
w providr you, in this Mc~sJ~l-. an 
overview uf~cvcral of tht• mmt si~­
nilir:mt dl'\'dopmt·ms at GAF ,!unn~ 
this past yeJr. 

C~emicals Business in 1985: Continued Eatr · 
iogs Gal!ls Whi!e lluildi.ng for the Future 

Th·· Chcmic.lls Divi>iml rl·~istm:d 
in 19~6 its third consecutive yt·ar of 

advanced 
to SM.(, million in to S79 

million in 1984 and S92.6 million in 
· 1985. The 17%' increas~: in GAf's 
Chemicals profits for l9S5 was 
achieved as a rL'Sult ofhigher unit 
sales for most all the Divisioh:s prin­
cipal products, 3 more favorable 
product mix, and continul.'d CLlSt. . 
rL'<iucrions at both administrative and 
plant levels. · 

'!'his rs:markable pL·rform;ncl.' was 
allthl' morl.' so given the fact that Sl'V­
I.'ral of t!ll.' end uss:r markets ltlr GAF 
productS l.'xpt•ricnccd dcprt-sscd husi­
nm conditions this past yt•ar and, 
tiuthcr. th.lt tht• chs:micals industry 
itself rq?;istl.'rl.'d in 19H5 ans:arnings 
dcrline of lH% from IIJH.t kvds. In 
this lattt'r connection, the 42.6% 
rctllm on assets .tchicwd bv GAF's 
Chemica) .. businc5s in 19KS is further 
illustration of whv rh:.- Division's our­
:.tanding fin"nci.ll' pl.'rformancc con­
linucs to sl.'t the standard for thl.' 

·chemicals industry. 
During this past yt·ar, GAF pur­

sued a :;tratt·gic dirccno;~ \\hose 
major dcmtnts included continul.'d 
capiult•xpansion and significant 
initi.niws in the product dcvdopmun 
area, both of which should crub!.: the 
Clwnic.tls Division to continul.' its 
me of l'lrnin1~s growth in llJH6. 

tal program inl985 and rnn• '"II'H"CC 

.. during the year several proJeCts 
involving a substantial increase in 
production capacity at its Cal vert 
City. Kentucky plant. An additional 
expansion, at our joint-venture man­
ufacturing facility at Marl, West Ger-

. · .. many will be corriplt~ted in mid-1986. · 
·. The Chemicals Division's capital 
expansion program, iniriat(d in latc-
1984, scheduled for compktion in .. 
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19H6, 1nd involving m aggreg.ite 
invc~tmrnt ofS95 rmllion. will pro­
\-lde GAF witl:l suiticiem co~pacit)' t\1 
serve its customers ftlr rhe bJiancc: of 
the dcr1de .md hl')'Ond. Mor~:owr. 
thr fan that GAF's matL·gic plan hJ!· 
includl'li CJp;~city inrreJ~cs .l! both 
domestic .md intt."rnJtioml fKilitics. 
widll'JCh of thnt: !oration~ utilizing 
a dift~rcnt 'ourcr of.ln't)'knc (a key 
r;~w nuterulm our mJm•t:Jnuring 
proms). hJs cn.1bled GAl: to achiew 
a mcJsure of Jiwrsit~cJtion sufticiL'Ilt 
to ;~ssur{' it~ ft-)IL•I\lr m.mv wars to 
come .1:; J rdiahlc, low n}si supplil·r 
ofqu.11ity produ•ts t•• its ru~tonwrs. 

I Jnd dev:lopmelll Jnd nurkcrinR 
dtsciphn.~. 

While r!w incre.1.~cd inv~"!itmenr 
('llt.liled in the .;accdcro~.tion of the 

ltew Product lleweloprn,nt 

GAF Jcccleratcd both its activitv 
and im~strm•nt in rL·s~.·arch .and de~·cJ .. 
opmcnt in I 9Hi In this connection, 
the Chcmil·;~ls ))j,·isinn increased its 
.mnuJI expl·nditurl"S in this uea by 
20% over th~· previous ycar, and a 
i-mhcr increJS{' is projectl'U for 11JH6. 

GAF's philosophy concl·rning: the 
cxp.1nsion of ih n:surch and develop­
ment op;:ration is that such activity is 
best nurtured not by dll' indiscrimi­
natl' inwstmcnt oftinanrial and 
hunun resourn·s b•.Jt nther by a care­
ful, ddibcratc cnd;:avor to assemble at 
GAF a scll'Ct group of ouManding 
srientists who bring, in thl.'ir 
approach to research, a concern not 
only for the ~cicnce itself but an 
;tpprr:ciation k)f the rdevant busine>s 
and market considerations as well. 
Although ;~n important aspect of th\· 
Di\•ision 's n:scarch and development 
acti\'ity involves support pro~trams 

· to maintain and · the 

cost of pro-
. increasing por· 

ti~noft~e . endeavorin ;1 
thts.area IS now devoted to . ([ 
development of new produ<.ts and' 
new applications for GAF's existing · 
produ~'ts. Significantly, GAF's new · 
product de\•dopmcnt activity is now 
fully coordinated with the Division's 

· markeri1ig d~pamnent to assure that 
· . critical intet·play bctwel.'n research 

Chemic.tls Di''i~ion's rcse.;arch lnd 
development activity cannot be n·a­
sonably •::v;pecud to yidd irnml·diat~· 
r~"!iults, it is noteworthy that GAF did 
introdun· into the market this po~.st 
,·~·ar a number of significant new 
products. Th~-se product introduc­
tions indudcd a new generation of 
hair tixJti\'t:S bm·d on GAF-dcvd­
oped technology for mousses and 
~tv ling gel~; unique dwrmoplastic 
pl)lytnL'r blc:nds suitable: for electronic 
Jpplications, the expanding automo­
tive body p;mcl market, and undersea 
oil :a11d gas drilling components; a 
IWW t:m1ily oflow-foaming, high 
det~.·rg~ncy surfactants for household 
and intkmial U\es; and new and 
imp row"' gradl"S ofGaflcx•thmno­
plasdc poly~·ster dastomcrs for appli­
cations where n-sistance to fati~1K 
and tempcramre extremes is required. 
It is anricipatl"d that th~o>Se new prod­
ucts willmakl' .ln increasing contri­
bution to operating protits in19K6 
;md beycnd. 

B11ilding Materials Business in 191ro: 
Increased Prolitabilit.y n;rough Gru!er 
Market Share, Mare Faworable Product 
f.tix, :tnd tow C11st PrOlluction 

Operating profits in the Buildin~ 
Materials Divi~ion nearly doubled m 
1985. dl-spiw another lacklust"r year 
for the roofing materials indu.try. 
Improved performance ofGAF's 

materials busim.-ss resulted 
unit sales, a more iav .)r-

ronmrint wt1id1 w•imes~icd ret~ucttorls 
in price:$ for 
ucts and total sales. an espe-
cially noteworthy accouiplishment 
was the fact that GAF. ,by virtue of a 

substantial incrco~s.e in its m.;arket shue 
this past yen. hn no~\' .1~in~ prc­
dommance ~s the n.1non s Jc;admg 
manufacturer of n-sidcmial roofing 
products. 

GAF ;~cquired in Mly, 1985, Rricla~ 
hold Chemic.;als' Glm Fiber Division 
ior $9.25 million, in a move d~"!iign~-d 
to ensure increased control over the 
Di\·i~ion's manufacturing costs as 
wdl as its enhanced icli;~;bilit)' as a 
supplil'r. This busi1u-ss, which 
includes nllnlltlcturing and research 
and dc•dopment t'.lcilities at 
Nashville. Tcnlll~sce and Irwindale, 
California h;~.s now been devoted to 
the manufacture of chopped glass 
fiber lor mat substrat! used in thr 
Company's roofing products. With 
its 0\\o,l captive supply of glass fiber, 
glm mat, and roofing granul~. GAF 
has become the most fully integrated 
roofing manufacturer in the :ndustry. 
This pwvides the Company's build­
ing materials business, w~· bdi~ve, 
with a distinct adv;mugc over Jts 
competition and has already enabled 
GAF to further reduce its mar.ufac­
turing costs-a critical objective in an 
industry where se\'CrC competiti\'c 
pn-ssurcs have exerted downward 
pressure on prices for quite some 
time. 

The major dements of the Divi­
sion's marketing stratci~Y this past 
year were to arhi~'VI.' ;~; r,wrc favorable 
product mix and distin[.:ui.~h itself and 
its products in the mark:tpl:tcc. To 
this end, GAF succc.ssfu ly pnrsued a 
number ofiniriatiVl's, tv1 o of'.vhich 
are worthy of mention a: this tlme. 

(1) GAF's Building Miterials Divi-
sion and intro· luced into 
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l.tud nn ~ C'xpccreJ to be .a mc.tuin!!­
ful.-omributor 10 proti: .. m ]•)!!(,_ 

GAF Jlso JC'vekJ'I~d JnJ brou~ht Ill 
nurkcc in che btn:T pm of 1'}!15, 
Rub.:roid MB". ~ moditicd buumcu 
'in~-tk··ply rootlnt~ \)'\tern. Thi\ cxcit­
in~ new JJdition10GAF\ line oi 
commercial rootir.~ prnJucb o!'ti.-rs 
the:' ;adv.mtJ.~'-~ ofin•provc.i tll·xibil­
ity. el~l' of .tpplintuM .. mJ co~t 
rftirien;y, JnJ ih d~nlopmcm 
Lmd~·rswre\ GAF\ fomnurmrnt to 
r .. t.•hli•h n•df Js the pn·t :lil·r \Upphl·r 
r,f O:Olllllll'trid rooti:1~ pn'lduch. 

(.!) GAF fUntimr.·J .!um;g the pJst 
Y•~Jr 10 in.:rl'JM.' uurk,·t pe•wtr.uion 
of it\ pr~llll\llll rtlntlng product, 
T1mbnlinl'0 • Pm~wus J'-· .. igned to 
pnunotc incrt'J\I'll \.lies of tlus prod­
uct indudl."d exp.lmion •>f the GAF 
Finmn·l,ro~r .Jill, Jll innov.niw pl.m 
cnJ ~lin.,: rootin~ cu,wmers purdu!>­
ing Timberlim· 1nd odtl'r G Af wof­
ing produch Ill obtJIU prompt Jnd 
•'Jsy home improvement loon .. nn 
rom,xtiti\·e u:rm ... and thl.' bunrhin~ 
d . .1 IIJtionwidl.', ud10 adv~·rti,in~ 
c.llllfJtgn t"'.uuring tlic theme irom 
"hdJII.'r llll thl•ltouf.'' As J rl.'~ult of 
the .. ~· ,niuatiws, Timbl·rlim· enjoyed 
.. ub~untiall;: high\'r s.llt" throughout 
the cuuntr\' this t>.l~t war. and furdJ~·r 
g.1ius JT~'l'~Pl'ctJd in ilJI'!(). 

t.Af's Union Carbide Investment 

GAF hc~an .:.ccumulating :;lures of 
thL· Union CJrbidl.' Corporation in 
Jun~:, I1Jl!5. By August, GAflud 
acquirl.'d ah:H>~t 7 million !>lurc·s. con­
stitutim• .1 'J. 'J% inh:'rlost \n Carb1de. 
at an .t\:~rJj.!;~· cost oiS51 per slmc. 
Whill.' the ~hare~ \\'l'fl' initiJ!iy 

bl'GlUSI." 

further analysis GAF to 
conclude that: (I) Umon Car bid~. 
which consists ofscvcral:~ttractlve 

i. chemicals units, was in nuny re'ipects 
,,, an excellent matcgic fit and acquisi­

tion opportunity for GAF; and {'2) 
Despite rhe.sizc ofUriion Carbide, 
our.Company's standing in th~: ·. 
investment community and its 

a 

pn:rwn mJnlgC"mrnt ulcnc wou!J 
('n.abll.' itt" not only ni'>l' \UftiOl'tlt 

ftn;mcing li.tr the .u:qui\ltil'll but, in 
the ;,:vl."nt thJt .m i<quiNion ...ftort 
\\WC Sll(ft'\\/ill, !O ~UCCI.'\~Iull f mcor­
poute th1~ mort' ~i!l'.itble ~'llterrn~C' 
iii!G GAF's \JWn opl.'ntton~. 

On lkn·mbl·r 'J, llJH5. GAt' 
i.IUIIl'hd Jtt•nda nffn t(Jr KO'!';, of 
thl.' n'mmun ~tod,; of Union Cub1\le 
.1t S(!H pl't ,hm·. Aftrr GAl- ~uh\l'· 
qurntly IIKH'.I\l'J ir.. dfi.•r to S?H pl"r 
~h.HI.', .til CJ\h, ti.)r 101% nfthe out­
~tJtlding C.trbidl· ~h.m-.., Union Car­
bide ptof'll\l'J a p!Jn \imilu in \<lllll' 
n'\pech w GAFs own agend.t lor the 
romp.1ny. Union C.trbide's pro~;um 
c.tlk·J not only for diwMiture l1f a 
number ofbu\illl"Ss unih (induding 
its Comumcr Produrts ~c~nwnt) but 
tiJr J brwd-ba~ed cost rutting effort. 
Whl'n coupled with a competing 
cxchangl.' oftcr ltlr .J ~ub ·tial por-
tion of ib own outstan(l -1Jrcs. 
CJtbide's piJn of d~ion would hJ\'l' 
rC'tluircd GAF to suh~t.mti.1lly 
incrl.'.l\e its uffl"r in ordl·r to haw had 
J rl·ali .. tic dun(e of stKn·ss. Under 
thl· circumMJII(l's, GAF Ul.'tl"rtilinl·d 
tlldf it w Ji not in the int.:r'-·ns oi ib 
~h.udJ,Jidcrs to continue LO com pet:.· 
Jg.tinst Carbide's own ex chang.: 
nfti.·r. 

GAF imtcad tenden·d its own Car­
bide sh1rC's intu thl.' company\ 
exchange oftcr, l'Xchanging almmt 
one-halioiits pil~ition for a pJCkJ~t· 
of ra~L au,! ~~curitics IJJving an 
appr•lXimatt: valul' ofSKS prr sh.m~. 
With '""P~ct to tht· slurt•s takt'l in the 
l·xchangC" oiler, GA F l'Xf'l.'l"ts to 
rrcord, inthl.' quartl't l'ndin~ l\hrrh 
3!, 1YS6, a gain oi:~· nn''''~"· 

I Th.: dt'tl.'rmin.ltiOn to withdr.lw 
GAF's ofter ti>r Union ClrbldC' wn 111 
kl-cpmg with tl,.,. Comp.tny's uquisi-
tion phtiO!>Ilphy. J~ outlint-d m my 
Au~u~t l'J. 1'~5. kttcr to you: 

"You can be J\SUT('d that ncith('r 
GAF\ Hnard nor its nunap.t"mrnt i~ 
mr~llltnll.'d b~·~~·c r.hou~tht ofbuilct· 
m~ 1111posin~ l'mpit-...'"\ or incrc:.uin.,: 
the ~ill" ofGAF ttJr the sake of~lu:cr 
\ile. Quite to th~ conmry. we- intend 
in our inn"''otntmt outlook to bring to 
~lr the same buttom-line llrit·nution 
which thl' Comp.1ry appli~ on a day­
to-ih)' basi~ to thl.', pctation of its 
bu~inl"!>~. In \odoin~. uurcritl.'rion 
lor l.'xpansion .lt c:-.F will continue to 
be ml.'nurl·d in terms of maximum 
n:turn on capitJl, contribution to 
e.:arnings. ani' cnh.mccmt'lll of shne­
hold\·r values." 

AI though G AF fdl ~hort of its goal 

Ito Jrquin· Union Cubide. its inwM­
m~nt h~s bt"Cn .a financially successful 
on~. llascd upon the current muket 
pri(~ of Union Carbide's shares, GAF 
Ius ptl .... t.l.X rc.ilill-d and unrealizl·d 
glins, .Jfter cxpl>tlS\.'S, of approxi~ 
matdy 5175 million. Moreover, G.\~ 
can dl•rivc satisfaction from the fact 
that it has not only done wdl for its 
own shucholders but has suawded 
m creating for Carbide sharehold\'tS 
more than S3 billion ofiilcreascd 
slmchold~·t value. Finally. G:\F 
cxrcets to lllJintain its ownership 
intl~!l'St in Union Carbide. As that 
company's major sharl.'holder, we 
intend to closely monitor furthC'r 
devdopments Jnd have retained th~ 
llcxibility to pursul~ at a IJtl:'r timr 
whatever course of .tction we deter­
mine to b•: in GAFs best intl.'rl.'st. 

Prospects lor 19116 gain approximately Silt· million, or 
s-;.50 per share ofGAF c<.'mmon .· ._ ' . ~ ' 

As we move into 1986, GAF's tWO 
princip3lbusinesscs continue to out­
perform tbe industries in whic:h they 
operate. Aitilnugh GAF serves sev~ 
cral markets which currently suffer 
front less than robust economic con­
ditions, I neverthc:kss have every 

stock. GAF will continue to rerain 
approxsmatdy 3.2 million shares of 
Union Carbide. consisiing oftO~(l"/o 
ofCa~bide's outstanding shares, and 
will determine au later time whether 
it wishe~ to renew its tender offer or · 
pursue other alternative courses of 
action. 
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r:oolidt'tiCl' thn wr '.m .-~,mtinul' to 
imrron· the protit.lt>lli~· of tlu: Cor· 
ptlulion .tnd u·~Mcr \Uhst.I!I~~Ji yc~r­
tu-\·cu C.lmin~\ mne.a\~..,. Ill \~JM(. . 

. A.~ fl•r thl' ComNnv\ Ch~·mi(.!.l~ 

t'1tvironmem. nxl that J'IJi,f, n .... uln 
w1l1 dcmomtr~tr funh\·r unpn.w~·­
IIH'tlh L1\"Cf th\' rnor WJr. 

Dt\'i,ion. Wl' mt•dr•ltl' Jnmhr:r <lUI· GAF\ n·corJ of o~ccompli,lnnt·nr 
\t.lndi"~t \ .:T Iuthi, fl·~uJ. ft'"liUh\ <l\"t'r the ro~•t F·H ..... .;, ~~mbuublt" hl 

,h1,ulJ he t":nouhly mtlu.:nn•,lthi• thl·t•wmplJry cf~~•rt• ot ~'' tNny 
w.-.r hv 1.-xp.imtot" ,,j .mr pn"~<:!u,·tion mr:mh<.:r' of the GAr c.mmlum"·· 
(.•pKitv, m:w pruJun Jn·d,lpmrnt, .md I .1m deht::hted tlltJke pubhr co~-l.llower J,)l!Jr, thl· .munpo~tnl !l'- muncc of their t•utl) wnmbuumn 
hound •.Jf .1 mn11bn ,,f l't'd u'er nut-· 10 dtr: '"''''v•uf -:mr mmmon 

1 b~~;. 'uch ,~, dcctwmc,, pJ.a,ul,, .1n..! l'lldt•.wur. . 

I lllJ~'IIl'll'' Wlfl' (fl.llln~. JnJ mnr.lw,l 1. Wtml,l fir-.t J<·knowk,l~l' the p•v-

lllJ~kl·tin!!, J"-'ot<'lr.ilh'll it~ ~rl'l~ ~~f1hc ,,tal r.1k rl.lycd hy GAl·\ Uo;~rJ ,If 
world wh<"-<' p<ltl1lt1JI \H hJ\~ m\1 J)in·ctors. Throu~h .l Wlillll!l.ll'-~s to 

1 \"(t hc~un tl) up. lnthi~ IJtt<·r n~~ml·.:- .nuln1·, l'x,uninc, qut-stion, dL'IIber-
ium, fl~ult .. thm t:&r J'h'\'llil' ~ulll- Jll', ;li'J~rl't', ;~nd fm.tlly Jrrivc dt .1 
Cll'll! )-,1,1, to t'X}'l'Ct thAt lllH'TilJIWIIJI ftlii'L·mm, ~Oilll'tlnlt'\ ~ftl't rc~on-
pr11iit\ will nuh· m <'\"1:11 llllltl' ''~· , c11i1tiunuf diffcrt'nCt'"l.. t'Jch ot our 
niticJnt contnbuunn to.; rhc I >lvt•l111l \ Jin:nur" h1, made .1.11 inl'~rinubk 
llWUll r•·rtimliJIKl' m_ 191'16. . ml>trihurionto the .tfi"Jirs oi ~he Cor-

Wuh rl·gmlto th•· Cnmpmy ~. J"lUUon. This i~ ~o nnt on~y llCc;lU~c 
lluil..!m~ M.itl'fl.li,J '''"'"''Ill, wlul•· uf the wi .. dom ot tht•tt adviCe .1nd 
upl'rJtil;g pt~l!lts w;.•n: ~IJJrply hi~lu:r ,-0unsd m the ti1rmul.uion.m..i e~ub-
dun tho .. c l•t tlu: pt~:\"1<'11' y•·u, Ji,h111~11l of p••Ji,;e_s from whiCh 
th\ bmint'" j, \till t;1r from Jl-htn· G AF~ cwcutivc dJrecnun hls 
in~ Kn·rtablc n:mrn' on Gll'iul. \lt'llllm:.t, but al~o beCJmr: of the con· 
Althou~h GAF in 1'11\;m.uu~~·d Ill \l.IIKY ofUoarJ ~upport for both ~he 
improw nurkrt ~'ha.rl' .md sharply l'n<kivnrs and fund.u;tcnul pnnoplcs 
reduet'll!-> n•~t ol ,tom~ bu~mc~~ Jt ~1four Corporoation. 
both aJmini•tratiw Jnd p!Jmlc~d), f~1n:mo~t amonl', till' .-.uts..tl f:actors 
it~ \'!Yom to arhin·,· ~ri.'.Hl'r pmht· Ill wlw we ha\'1.' achi(V•.'d at GAF 
.ahihtv W1~r..- inhii"lit~ ~ hy comimu:,l O\W the pa~t two ye.t_r~ hJS b~'<'n. anJ 
cru~iun of pricin~ in thl.' muting . con!lli\Jt'S to b~·. m·; tdlow {,AF 
matl·nal'!> indu~trv. luthJs comlt:l"tlon. cmplo:e.:\. A~ ~~it•f Ex~·rutiv~. I .. 
currl11t price~ tilr.GAFs rooting. considl'l" m , .. ,dt tortunatr to b~ J'~ll-
produo:ts haw now tjlkn to J p_om: ri.lttd wnh 'so many 11.1rd workmg. 
bc:low 19/LJ ll'\'d' a~ a result ut_ mdu~- (l.:dic.ltl'd, ,111d loy.1.l employe!.'~ who 
trv·wide mwcap.!l~ty. J con•lmon approJch thl'tr re;p~,n~ib,iliti.es and 

uf J m!pOU.t<" t'thJC m ~Nha.L tl!lpl<~·- 1 

t'l"'i tr•~.u ,rn,. CorpuratltY.I\ n1oncy o~\ 
1rn were thcar own-u. in f. rt, at a~! 

And tlnotUv. I would t"XJ'I'I~\ my 
.:uutude w oiar ~hnchnldcr\ •.:~r tht"ir 
mntinucd "~>UJlJXUl Jnd C'!:.oun~c­
nwnt. It h.1' hr'ffl.md •~ no M'\.'t'lth.Jt 
I Cm' fur .mJ .~!x\Utllly fellow o';AF 
\hm:ho!Jt-r, .. mJ th.at our phalt •>ophy 

I c•t m.ln.l~Ctltt'nt .at GAF enumt ~ 
from.t dcJ'' vit'w offln whom ~nd by I 
whom cor·~outc tnJilJ~rmem 1~ • 

cmplo~e~ Whtlc it is cvrr :hr ro.c "t 
tile Chad Exl'<<mn· .1.nd the Ho.1r i of 
Dirt'<tor.. to rt'roncilc: the m.any t'•)lll• 
~tin~ ir.tcrt'\t~ of th()~~· in the G ~ ~: 
cmmnunit)· .It br~e. at 1s om mnp•c 
.:rcoo t\ut onlv throu~h !>Umim·d 
.Jchicv:mrnt f~•r the Comp.1ny\ 
~h:Ht'holders c.m we .J~surc thr wrt­
bcin1·: of our employt~. '-'~tomrn. 
~upplier!>. iendcn. and communhll.'i. 
in which GAfo dOC'S busm~s. And !111> 
thercfon· with n.:J ~m.llllileuurc llt 
pr.de that I recount the f<tct that N't'l' 
the period of the two ~l.'.lr! of w:··,. 
nJJn1t::r:mmt's term o~ ofhCI.• '!''r: h:.\'e 
;-1un.tgcd, by virtue:' ot our cflorts, tc 
incre.tS.' .ohucholdcr wealth by more 
·rlun S'XXl million . 

We t• .Jo;;t dut we c;m contmue ~o 
.teporr ~u,·h f.1vouble Jcvdopmr•1t~ 
in the com in~ yc.u. 

Sincerely, 

which hJ~ pl'rsistl'd ti.lr lJUit~· \Oilll' ,han~ !ht• ohj;:r:tives ul (,AF 1i ~l.'mor. 
time. A ld10u~h J•Ja5 witnl"i\l'\1 a ManJgl'mcnt wi1h MKh ,m extr .aordt- 1 
numbl'r of rl:.nr .-losin whirh ore~- dcgrt"Cof . 

SamudJ. H<jtnan 
Chairmanofthr: Soard 
Jr.d Chici Exwnivc Officer 

l~-.-l-.~1r..J 1ror-l.lmow-e.;~;l.l~ll~-llronunc~-,~1~-.n •. ~,.~J •.• ..rt-nm.-:-<~.tnWUHhyof-,~ --~-~March-n;-1986--
industry, and . it would appt'ar. mention that lnore than 1.5% of our ··· · 
that roofing p:rice_s have at least stab1- en tift' employe<: popubtilm-~a-
lized over the 1~enod I)( the past . rioo, hourly, union and non:-um~n~ 
nuiety days, it is still too early to tell ·.arc shareholders of the CofP?r~no!'. 
whether pricing will rerum to .. u ll'.Jst The degree of ~mpioyee ~;rt~etpatton 
some scm1bl.tnce of normalcy m thl'. iu the owneiship ofGAF 1s h1ghly 
current year. In any event, _,yve reman~ unusual, if not unique, i~ corpo~tc 
confidmt-that GAF's buildint! maten· cxjkrience and has contnbured 111 no 
als business l'an continue to effec- sm.1.1l measure to the creation at GAF 
rivdy compete in J challenging. 
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G Af's worldwide specialty 
chemicals business achieved r.:cord 
profits in 1985. Division inconu· 
reached S92.6 million, a 17% gain 
over the: prl·vious }'I.'Jr. Sales increased 
to S364.4 million from S357.2million 
in 1984. Rl·sults in both vears include 
income from GAF\ j()...percent-
0\VIll.'d torei!];n chemicals manufac­
turing and s;lc:s company. GAF-Hlils 
Clwmie GmbH. 

Domo:stic operating income roSl' to 
S64.H million in 19~5. a 17% v;ai.n 
over the vt:.H-l'arlicr lc:wl ofS55.3 
million. bonu:stic sales im:rcascJ 
from S260. 9 million to S2M. 7 mil­
lion, rct1ccting incn:aso:d markec 
penetration for virtually all major 
product lines which was partially off­
~•o:t by rl·duccd selling prices. Dl.'spite 
ti1e continued strength ofthl.' dollar 
thiOugh most of the yrar, interna·· 
timlal profits incrrased from S2.l7 
million in 19H4 to S27.B million in 
1985, while intl.'rnational sa irs tor the 
\lJBj wu wcr.: SlJ9. 7 million com­
pared to SlJ6.3 million in the previous 
year. Tlu: Division's ovrrall protit 
perfonnallCl' rcmltcd in part frcm1 an 
improved product mix as well as the 
successful impknwntation of a wide 
variety of pro!;rams to cffl·ct nmm­
t"lcturing d"ficicndes and t:nergy 
cost rcductiom;. 

The Chcmic:Jis Div1sion produces 
three major group of specialty chem­
ical~ at li\'C domcitic facilities-acetv­
knc dcrivatiws and suri:1crants for · 
markets in 72 countries around the 
world and rngincl·ring plastics tor 
markets located principally in the 
Unitt:d St.ltcs and Canada. A f .. mrth 
product lin~. mineral roofing gran­
uk·s. is manula..:turcd at four domt:stic 

• .-nd sold to· t roofin 
,1cmrers 

GAF's owt~ Building Materials Divi­
sion. These pebble-like granules arc 
developed from spccially selected 
rock and arc quarried, ··mshed, 
coated. ;md hcat-proccssc•i by GAF 
into scnii-ccrami<: granules in more 
than 20 coiors. 

L 

GAF's line of mor:: than 70 differ~ 
cnt acetylene deri'iatives experienced 
signiticant growth in 1Yd5. The 
Company's strength in ;~cetylene 
derivatives-as •:vidcnccd in its tech­
nology. multi-sour("e plants, bre-ad 
prodt:ct line, ap:;lication research, 
a:1d dedication tr quality-has 
resulted in incn:ascd demand for the 
Company's existing products and the 
succc~sful introduction of new and 
improved products. 

Sab ofbutancdiol to producers of 
thermoplastic engineering plastics 
incrc.1scd substantially in 1985. These 
plastics arc finding increasing applica­
tion in the automotive, electronics, 
and lppliancc industries. In addition. 
sales ofbutanediol tor urethane and 
plasticizer end-uses continued to meet 
increasrd customer demand. I 

GAF's acetylene-derived ·;olvcnts. . 
M-Pyrol~ BLO' and THF, • demon- I 

mated continued growth by pene­
trating specialty solvent markets, 
'"here high performance and safety 
arc critical requirements. 

Major petroleum refining compan­
ies stepped up their demand for M­
Pyrol, GAFs super-safe solvent. This 
growin~t demand w:1s attributable to 
increase,: recognition of the product's 
supcrior performance characteristics, 
in terms of both cost efficiencv and 
cnvironmcntal safery, in the c~trac­
tion of automotive lubrication oil. 
As a rt-sult, M-Pvrol has vinuallv 
~eplaced phenol solvc:m in this p~lro­
leumtdining ap!)licatimi. M-Pyrol 
also made further inroad5 this past 
year in markets previously dominated 
by ft:rfural, another widely used 
extraction solvent. 

Applications for acctyh:nic solvents 
continued to expand as a result of 
both restrictions placed on expcsurc 
to chlorinated solvents in a varict}'. •lf 
applications anci action taken by the 
United Statl.'s Environmental Protec­
tion Agency in 1984 granting M-
Pyrol exempt statu!> for usc in 
agriculmrc. M-Pyrol is especially 
suitable for usc in the agricultural 
market because of the latter's req~tirc­
mcnt for improwd safety charao::tc:·is- · 
tics in connection with products used 
in herbicides, pesticides, insecticides, 
and fungicides. 

F ]IIIII .... 

1 GAF chemicals and poly-
1 mers are ir1creasingly 
I used in a great variety 

of pharmaceutical and 
heallhcare products. 
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Laboratory dist/flalian 
equipment is employed 
/Gr the tundlmenlil 
study of the OrrJBnic 
reactions leading tc GAF 
speCially chemical 
product~. 

Elfllnde;J manufacturing 
facilities lor "Polyp/as· 
done" and "Polyclar," 
key acetylene-based 
polymers used In phar· 
maceutitallormulatlons 
and as clarifiers In the 
beverage Industry. ' . 

Sales offhative polymers to the 
haircarc market reached substantially 
higher lc\·cls in 1985. G/,f's GJfquat• 
polymers gained increased acceptance 
in styling products such as mousses. 
Hair mousses have been one of the 
fastt"St growing new products to 
reach the hairc.;re market in nHm: 
than a decade. 

Gamrez• re~ins. used l'Xtensivdy in 
luir spray~. continued to 1naint• in 
t!ldr m:trk••t lca.:!ership. Gaffixa VC-
713, a nc•.\· g-:nt•ration polymer, was 
imrod1Ked during tho: year, thereby 
l'Xpanding GAF's pr.:J.duct line in the 
luir tixativc marl,;et. 

GAF's line ofPolyplasdone• disin­
u:grants, used by •n;~or drug manu-
facturers around the world for . . 
pharmac.:utical tablets, registen·d ceuucals mdustry. One mch success-
incrcasL·d sales grow!h last year. In ful devclopm_er~t has_been the usc of 

l · · 'dl · Plasdone cxcrprcnts Ill new transder-on.L'r to sausty rJ p! y growmg . . 
dcm;!nd tor l'olypla~Jonc disin-tc- mal de\l::cdl·s tol provtdcd• ~on~tant, 

d I) • 1 a r' 1 "' d d contro •: -re case me !Catton over 
~rants an r.ayc :•r, .r: ,, cxpan c 1• . ;'. • • •, f · • PI ·d • 
its···' ~a;ction ra!='acity arthcCompa- .m;~},_Pw~c.' ~ ~1111~· .a~ ~n~ 
n'j·:,c;.;-.; .;rr Ct':; Kemul:kv t:,cilitv. I e:•ap•c:.ts a_n .• .aso_ "· ,Joyed as ?md-

. .'. ' · · 1 , ·.;!or dn,· ••• d vttanun tablets m 
Poly~ bsconc dtsimq;ran::; are n~::d .. . . 
PriaLnl\.' in 11;1;,.n na .:,niit al t:J blets, · :! bo:: 1 the 1.:c.hcal and vetcrmary 

r w a rkcts. whik Puiyda• is employed as a stabi-." · 
lizcr and clarifjm1g ::gt•nt in the pro­
dwtioa o:'hct:r, winl', ti·uitjuices, 
and uriu:r beverage·;. 

New product applications con­
tributed to increased dei!1and for 
Plasdonc:• exciptcnts in the pharma-

Surfactants 

GAF experienced ! ignificant 
growth in unit sales of surfactants, 
nonvithstanding th: fact that the 
owrall surf.1ctant iliJrket rc~istercd 

- •'··-------' T/!e GAF family of spe· 
I clally chemicals and 
1 polymers ere incorpo· 
I rated into r.)e producls of 
I most hl'fl growth indus· 
\tries: p/r,Jimaceuticals, 
1 c-.~ metics, household, 

flat sales in 1985 as compared to the 
previous year. GAF's positive per­
formance was attributable to 
expanded applications for existing 
products, new product applications. 
and improved market pen~tration. 

GAF's surfactants include the 
lgcpa!• series of alkylph~·nol ethoxy­
lated nonionics and the Alipal~ Gaf.1c~ 
and Igepon• series of anionic surfac­
tants. Several new Ali pal surfactants 
were developed during 1985 which 
expanded our sales to customers pro­
ducing latex bases for paint aPd spL'­
cializcd coatings. Igcpals continued to 
register strong sales to the household 
cleaner and agricultural chemical 
markets. The demand for Gafac as 
resin emulsifiers and Igepals as deink­
ing chemicals remained strong, t>ot­
withstanding the effect of incrcasC'd 
foreign competition in the paper 
industry in the United States. 

GAF's lgcpon line of surfactants 
continued to gain increasing usc in 
the cosmetics market. Igepon AC-78 
is a widely used product among 
manufacturers of low-irritation 
synthetic soap bars and other new 
toiletry products. In addition, other 
surfactants, such as lgepon T-77. 
experienced higher sales to the agri­
cultural market. 

Sales of carbonyl iron powder>. 
although adversely affected by the 
downturn in the electronics industry, 
experienced increased demand in the 
defense and powdered metallurgy 
industries. 

Engineering Thermoplastics 

GAF's engineering thermoplastic 
'Jttsincss, in terms of its sales for auto-. . 

i.'lerc d~prcssed during most of 
year, sales irt both these scc­

tl.rs improved during the latter part 
of the.ycar as inventories were 
reduced and customer demand began 
to rebound. 

A number of significant develop- , 
mi:nts occurred in 1985 which should 
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I employed In lhe tabrica­
, lfo11 of e/eeii'IHIIcs parts. 

enable GAF to continue its rapid 
expansion of ~his business in the com­
ing year: 

• Gafite' PBT alloys have been 
widely accepted for usc in auto igni­
tion applicJtions, where there is a 
premium on exccllem clectrical per­
formance and smooth surface finish. 

• A UV stabilized Gafite PBT matc­
ri;J) has been devcloped for applica­
tions exposed to extn•mc direct 
sunlight. In addition, expanded appli­
cations for pigmented parts requiring 
UV protwion arc presently being 
developed. 

• A t(mmble PBT grade is scheduled 
for market introduction i;il\186. This 
IH'W material offers potential for 
weight reduction while retaining the 
excellent combination of properties 
;1ssociated with corventional PBT. 

• New high impact PBT materials 
have been devdoped and arc now 
being marketd to the demical/clcc­
tronic connector market. 

• Similar technology has been utilized 
to provid~· high impact alloys ofPBT 
for usc in cxu:rior automotive parts. 

• New grad~·s ofGaflcx~ thermoplas­
tic polyester dastomers, were first 
introduced in 1\185. while the entire 
Gaflex lim· is finding expanding 
applications where resistance to 
fatigue, corrosion, and temperature 
~·xtremes is required. 

Mineral Products 

G AF's granules business registered 
increased sales during 1!Jll5-, despite 
the lack of industry-wide growth in 
asphalt shingle shipm..:nts. In order to 

increased customer demand, 

our Blue Summi[, Pennsylva-
nia and Annapolis, Missouri plants 
during the past year. .. 

The Division's granules business 
continued to benefit from the cur­
rent trend ainong roofing~naimfac­
turers to convert production to glass 

_ .. ·. . . 

fib.-r substrate, the glass product 
requiring more granules per unit of 
asphalt roofing. In addition, the 
increased popularit) of three-dimen­
sional shingles which simulate wood, 
such as GAF's premium Timberline• 
shingle, has r~'Sttltcd in increased 
granules demand on account of the 
fact that they require 30% more gran­
ules than lower-cost, commodity 
shingles. 

International 

Despite th~: continued strcngch 

of prcs~ure-vesscl filter systems. 
These filter products arc manufac­
tured in Belgium, Germar..y, Brazil, 
and Canada for use in the filtration of 
process liquius in industries, such as 
chemicals, pharmaceuticals, paints, 
and beverages. GAF is recognized as a 
market leader in this product line. 

The Company participates in a 
joint venture op(ration in Marl, West 
Germany. GAF-Hiils Chemic GmbH. 

of the dollar through till:' grt:ater part 
of the year, international profits 
incrca!>ed fwm S23. 7 million to S27.8 
million for the 191:15 y~·ar, whik sales 
were S99. 7 million versus $96.3 mil­
lion in 1984. In achieving record 
results, GAF's international chemi­
cals business accounted for 27% of 
the Company's total chemicals sales 
whih: contributing 30% of the 
Division's profits. 

I~!JiivisionJ~nltcrn:l•-11----

tiona! business is by IS 
subsidiary companies throughout the 
world and through distributors iti 
those countries which do not have a 
GAF subsidiary. Key prqducts for 
international markets arc acetylene 
derivatives, surfactahts, and a i:ange 
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GAF l(leclally sulfac­
liurts are widely used in 
s broad line of house­
hofd products. 

GAP...Huls manufactures butanediol 
ami tl'trahydrofuran (THF), a chemi­
cal intermediate and solvent, respec­
tively. These products arc mar kl.'ted 
throughout Europe by both the GAF 
sales force and GAf--Hiils. The joint 
venture manufacturiug facility is cur­
remly undergoing a nujor expansion 
of its presl'nt capacity. This expan­
sion, schduled for completion 
in mid-19~6. will enable GAF to 

incrcasl' nurkct penetration in not 
only Europe but in export markets 
throughout the world, such a; the 
North Pacitk 

International operations arc divided 
into tour geographic regional units, 
the largest of which is the European 
region. The European unit has 
rl-sponsibility for the Middle East, 
,A.frica, and the Indian subcontinent, 
as well as all European markets. s~les 
in th~ European region for 1985 
increased bv morl' than !I% over 19!l4 
lewis, not\~·ithstanding the continued 
strength of the dollar during most of 
the ve~r. 

Pbsdone and l'olyplasdonc in the 
pharmaceutical industry and Polyclar 
in the brewing indu;try continued to 
experience strong overseas dL·maml. 
GAF maint1ined its position as a lead­
ing supplier to the hair care industry 

r"'----""""""" 
; GAF's growing intema· 
: tiona/ presence-includ· 
! lng the Australasia and 
1 North Pacific regions­
; offer new and expanding 
! market opportunities. 

i 
I, 

through increased sales ofGafquat 
and other polymers used in styling 
mm1sses, a very important market 
segment in Western Europe ~nd a 
growth area in other parts of the 
world as well. Sales ofBLO, THF. 
and butencdiol for agricultural for­
mulations continued their strong 
growth patterns in 1985. 

Western Hemisphere sales 
incr~ascd by more than H% in 1985, 
despite the adverse impact ofhigh 
inflation rates and continued currencv 
dt•valuations in most Latin American' 
countries. GAF operates through 
subsidi~ries in Canada, Brazil. and 
Mexico and throu:;h distributors in 
other countries in that region. A. 
strong performance was recorded 
throughout the Hemisphere by 
GAF's filtl•r business and sales of 

GAF spec/afly chemicals 
play a key role in the 
manutactu1'e of pharma­
ceutical, cosmelic, and 
Industrial products in 
Japan and the North 

pol ymcrs to the pharmaceutical and 
hair care industries. 

The Ausrralasian region expcri­
l"'lccd lower U.S. dollar sales in 1985, 
both as a result of the recession in the 
electronics industry which severely 
impacted the Company's op•:rarions 
in Southeast Asia, and also due to a 
25% decline in thl' exchange rate of 
the- Australian dollar. GAF is a lead­
ing supplier in that part of the world 
of M-l'yrol, which is used exten­
sively in ~emiconductor microchip 
production. Partially offsetting the 
decline were strong advances in poly­
mers to the hair care industry, where 
Australasian markets arc now adopt­
ing formulations similar to those 
already widely accepted in Europe 
and the United States. 

Sales in the North Pacific :egion 
for 1985 increased by 10% over 1984, 
largely on account of significant unit 
volume increases in acetylenic deriva­
tives. Lower sales ofM-Pyrol, result­
ing from the depressed state of the 
semi-conductor industry, were more 
than offset by substantial increases in 
the other acety Ienir product lines and 
new business in Korea and the Peo­
ples Republic of China. 

Research and r,evelopment 

GAF's research and development 
activiti~s rc-rciwd increased attention 
and ~mphasis in 1985. lkscarch and 
development expenditures for 1985 
increased 20% over 1984lcvds and 
reflect management's strategic com­
mitment to the development of 
expanded specialty product linl's and 
new systems. 

Thirty additional scientists, engi­
neers, and support personnel were 
added to the research staff in 1985, 
and GAF':; expanded research and 
.;,.,.,.,•lo.Jmlll<"·n t staff is now ,J,.,"',;,.,.,. 

~yaCJI'IC.~.~~-~-~~~~~~i~:~~ 

development of new products tor the 
Company's strongest growth mar­
kets. Among the new products GAF 
introduced rhis past year were: 

• A new generation ofhair fixatives 
based on GAF-devcloped technology 
for mousses mdstyling gels. These 
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GAF englneerillf plas-
1/cs and elastDmers­
major ma/eriJfs used In 
the dynamic auiDmD­
tive, electronics, electric, 
and home appliance 
matiets. 

innovative materials exhibit ~uperior 
holding properties, arc compat!ble 
with other solvents, and arc umqucly 
water soluble. 

• New thermoplastic polymer ?iends, 
including light-stable formulations 
for rugged applications such as under­
sea oil and gas drilling components,. 
high-impact, flame-retardant matcn­
als for clccrronics applio.:atious, :md a 
new high-impact plastic poly blend 
designed tor usc in the huge automo­
tive body panel mark&:t. 

• A new tinnily oflow-foaming, high 
dl·tergency surfactants for house­
hold aud industrial uses based on an 
organic synthesis t&:chnology devel­
oped by GAF. 

• Improved grades ofGaflex<K thermo­
plasticdastomel's, i~cluding a more 
flexible, blow-moldmg grade and a 
he:n-stabilizcd version for automotive 
applications such as prmective com­
ponent coverings. Thes~: new ~us­
tomiz~d plastics systl'lllS prov~de 
opportunit;cs in other expandmg 
market sectors as \''dl. 

C.Af has also undertaken extensive 
dl·vdopmcnt work in the biophamu­
ccmkal area in connection with a 
bcr ofnl'W products and applications, 
and is d~vcloping newer [CChnolo­
gies and product lines, bascd_on Pt.:<.:" 
pri~t~ry GAF clm~t~stry, wluch otter 
exciting opportmuttes for growth. 
Mon:oVL'r, th~:se potential markets 
em casilv be exploited by GAF be·· 
cause o(tlu: Comp:my 's combination 
of chcmic:tl expcrti~e. application dl'­
vclopmcnt skills, and strong tr=hnical 
service and marketing orientation: 

pharmacemical try, where ns 
Plasdonc acctylem·-bascd polymers 
have found incrl·asing application as 
componc•;ts in the controlled release · 
of medication. Contributing to GAF's 
strong presence in the pharm~ccu­
ticalarca arc ii:s surfactants, whtch 
are under acti vc study in a number of 
laboratories as potentially significant. 
viricides. · 

• New controllcd-rdcasc systems an: 
in the developmental stag~ at GAF a~ 
well. These include matcnals as earn­
ers or complexinp; agents for antibiot­
ics and anti-tumor medicinals, a new 
application which capitalizes on the 
unusual ability of these substances to 
solubilize a variety of normally insol­
uble drugs for effective treatment of 

• G AF has developed a new class of 
specialty acctylenic-based molecules, 
designed for usc. not only .as process­
ing aids in the hiosynthcs1s of com­
plex drugs but so also ~s c~rricrs _for 
normally insoluble acuvc 1~grcd1ent~ 
in connection with cosmetic and agn-
cultural applications. · 

I The cosmetics markel-
1 one Ill the targtr usetr 
'j of GAF specially sulfac­

t.:nls and potymen 
for hair SPIBYS and 
mousses, rhampoos, 
and gels. 

t. fully equipped cos­
m~llc salon, prrmlttlng 
the design, evaluation 
and final testing of 
newly developed hair 
care and skin care 
products. 

·· .. In a wholly separate area, GAF has 
developed a 'non-silvcdmagin~ tech­
nique that affo~ds high resolunon ~.·. 
photographs directly from electron .. 
beam signals: This proccss~css~ dry · .. 
system is dcs1g~ed for apphc~tlons 
where rapid prmtout of data 1s an 
important co1isideration, su~h ~ 
seismic exploration anti busmcss . 
communications. 13 
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• he Building Mat.:rials Di\ision 
P> .tyJ its second con~.:-::utive y.:ar of 
sliilrply improvl•d prolits, with Divi­
sion in con ,e incre.lsing H5% to S20.1 
million from SlO.lJ million in 1984. 
19!15's profit pc:rformanCl' repr.:semc:d 
the Division's bl'St year since JlJ79. 
Sales in 19H5. retl(•cting loWi.'r pric.:s 
l-or the Company's produch, wen• 
S3619 million wrsus S370.H million 
in the prc\·ious year. 

The continued turnarounJ in the 
profitability of the Building Materials 
Division was attributable to an 
improvl·d product mix, expanded 
product lin~..·s. and manufacturing 
efticit•ncies. The significant improve­
ment in thl' Division's pertormanCl' 
was achil·vc:d notwithstanding sewn: 
competitiw pn•ssurc-s in the industry. 
which contim1ed to exert downward 
prl·s~ure on prin-s throughout most 
of the ye-ar. 

Acquisition of Glass Fiber Business 

Acquisition ofRcichhold Chemi­
cals'Giass Fiber Divi~.ion in 19H5 was 
an imporunt stt·p in GAF's strategic 
plan to achir:ve wrtical intl'gration of 
its roofing manufacturing operations. 
The acquisition it·;cluded manufactur­
ing and reSL'a rch and development 
f.1ciliti~-s in Nashvill~. Tennessee: and 
Irwindale, California, which arc now 
exclusively d..:votcd to the production 
of chopped glass fibe-r tor mat sub­
snare usd m the Company's roofing 
pnxlucts. The Rcichhold acquisition 
was dt•sil:!;ned to ensure incrcas~d con­
trol owr the Division's mannf.,ctur­
ing nms as "':ell Js to L'nhance GAFs 
rdiahility as a With its own 

mat, and 
now the ~ost integrated roofing 
manufacturer in industry. · 

GAF comple-ted during the past 
year a substantial capital spending 
program, which included not only an 
expansion of its manufacturing facil­
ity in Fontana, California but the 

impleme-ntation ofimprowd manu­
facturing facilities at the Division's 
thirteen manufacturing facilitil'S. As a 
result of this capital program and the 
Division's cxten~ive .:ffort to substan­
tially reduce its cost of production, 
GAF has become one of th.: lowest 
cost producers of any major partici­
pant in the industry. 

Residential Roofing 

Increased sales ofGAF's residential 
roofing products in 1985 resulted 
from higher re-roofing demand as 
well as the healthy pace of new home 
construction, both of which bene-fited 
from lower intl·rest rates. 

The Company's performance was 
highlighted by £('cord dl'mand for 

Timberline•, GAF's premium roofing 
product. Ti1tlberlinc shingles arc a 
thrcl'-dimcnsional, laminated product 
offering a Class A fire rating and a 
.30-year limited warranty. GAF has 
accelerated its nurkcting e-fforts ro 
reinforce Timberline's position as th~· 
industry's "rop of tht.' marker" prod­
uct. As a resulr. dealers, contractors, 
and architects arc recommending 
Timberline-, and an increasing num­
b~r of home-owners arc switching to 
Timberline as a rcplact.'mcnt roofing 
product in order to improve r.he 
appearance-, and enhance- the value, of 
their homl'S. 

Royal Sovereign•, GAF's newest 
reside-ntial roofing product, experi­
ence-d incn.-asl·d cu~tomer dc:mand 
during the year. Royal Sovereign, a 

I' durable r"sidcntial shingle, is 
designed to capitalize on the "middle 
markd' for quality shinglr:s at a just 
slightly highe-r price than standard 
shingles. This new high-perform­
ance, dl'SignL·r-creatcd product has 
alrt.'ady expe-rienced rapidly ;ncrcas­
ing sale-s and is expected to be a more 
substantial profit contributor in I 986. 
This exciting new product is offered 
in a wide rangl' of colors and features 
a 25-year limited warranty. 

Timberline, Royal 
Sovereign and Sentinel 
se«·Seallng sh!ngles 
represent GAF's leading 
edge products for lhe 
resldentlalmofing 
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r m1t m•nuflcfiHillf 
tint II GAF's 
ter, Soutlr Clrolllll, 
Df ptUduetJ pllat. 

xpansion of the GAF Fill.tncc 
~ram contribut~:d to thl· Compa­
, I1JK5 saks impill\'Cmt.."tlt. This 
1\'Jtiw pbnrnabks customas 
.-ha~ing TimhL•rlinl.' and other 
F products to oht.tin prompt and 
, home irnprownwnt loans on 
1petiti\'1,.' terms. In addition to its 
•rJbic impact on sales, the GAF 
mer Pro~r<llll h;ls enabled GAF w 
ngthl'll its rebtionships with roof­
contractors .tcross th~.· country. 

,nercial Roofing 

:afgJas• Ply 4 c~ntinucd to gain 
.'ptann· by roofing contractors 
,msr: <lf thr: product·~ superior 
Jling characteristic~. and its in-
·c pcrformann·. Highcr saks were 
•nkd by #iS Gafgbs:a Base, an 
hJlt-coaH:d glass tiber product 
J as an undcrlaymem for IJrgc, flit 
:tmcrcial roo~s. which was intro­
L'd into the markl·t in 19Ht 
\sa rL·sult of the expansion of pro­
tion capacity at GAF's Fontan;l, 
ifornia t:1cility, it is l.'xpectcd that 
Company will be in a position to 
'l'Jse its share of the (omnwrcial 
fing markl-t for the Caliti.nnb 
1011 in the comin~ year. 

.. 
Plctlpd lsphllt Is,.,. 

: duced '' tba Compuy'r 
' tDGIIni produdl pl1111 ill 
. TlmtJI, Floddl. 

' 

New Product Lines 

GA F developed and brought w 
market in the latter part of 19H3 
Ruheroid MB•, a modified bitumen 
single-ply rooting system. This excit­
ing new addition to GAF's linc of 
commerci~l roofing products offers 
the adv;mtages of improved flexibil­
ity, t·ase of application, and cost effi­
ciency. The devdopnK'tlt marks the 
sharply increased commitment on thl.' 
part of GAF to establish itself as the 
premier supplier of commercial roof-

' ing products. Ruberoid MB is being 

!,.,, .. ____ ..,. __ 

1 G.4F's leading commer­
; clal ronflnG' producls 
; incJurJe Galglils Ply 4, 

I # 15 Gafglas Base 
Sheel, Galg/as Strala­
venl, ane Ruberold MS. 

muketcd this yL·ar t!uou~h a promo­
tional campaign featuring the thrmc 
ofHuberoid's tOOth anniversary, the 
long-established Ruberoid rooting 
business having been acquired by 
GAFin 1%7. 

Research and Oevelapment 

The Division's research and dew!­
opment dcparttm-nt playt>d ?.:i ewr 
incrl:'asing roh· this past ye:~r in its 
contribution to the incrca,;cd poduc­
tive l:'flicicncy ofGAF's voofin;~ man­
ufa.-:ruring facilities and \he dcvd­
opment of improved method~ for 
the utilization ofbasic raw matcl'ials . 
In this latter connection, research ;-.;nd 
dl:'vdopmt.•llt activity focused ora nrw 
technclogics to enhance the perform­
ance of glass formulations, glass mat 
processing, and asphalt coatings. 

A significant portion of research 
and devdopment resources was al­
located in 1985 to the development of 
new and improved products. In addi­
tion to Ruberoid MB, GAF's product 
introductions this past year included: 

• A new asphalt-based underlay­
ment for residential shingles with 
improved vapor transmission and 
superior dimensional stability char;lc­
t•:risti ·s. 

• A nt.•w modified sdf-seal adhesive 
for all GAF shingle products which 
provides stronger sealing cbar~ci~·r­
istics at a wider range l)t n~mperatures, 
resulting in superior wind resistance. 

the United States. Under 
prcgrain, GAF will license its tech­
nology for th~ manufacturcof asphalt 
rwfing and related materials, such as 
glass mat and organic felt, as well as 
its glass fiber manufacturing technol­
ogy. GAF's first licensing project , 
involved a fiber glass ~anufacturirig 
plant located in the Far East, 

:'\ 
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r.ons,nl/tJtmg or 
strtl'lg/11 111d durabllrty 
undtr' Ylri~tr ol 
llftllhtl tolldlriOIIS 
easum lop·lliiJht qu•l· 
ily CtJntrol fer GAF's resi· 
dtll/111 roofing Jhingles. 

~-::~ ... 59 
-. 

., 

. GAF's new markeUng 
program, in coilneclion 
with its premium Tim­
berline roofing producl. 

BUILDING MATERIALS INCOME 
IS;,') t,1J.I~IJ!1Sl 

;,..-·ll!al'urP.~ national adver·-- -----·-·----; 
lising based on the 
theme from the popular 

. musical Fiddler On The 
Roof. 
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GAF BROADCASTING 

RJdiO ~~~Mil WNCN (lll·U­
FM) New Yurk, GAF\ o:L•,,i.-.~.1 
mu,ir ~ution. re~i'tt'fl'd Jn mlhtJ.nd­
in!l pcrti.mnJ.n.-e 111 I'}X:'\, l.lj'\'TJtinl! 
incmtll'llldeJ.~~d b\' !iS''~. to Sl.lmil­
honun J I::!";, inLfl'J~c in 'Jk•,. The 
\Uiilln n:p<'rlt'!KCJ ~ub,IJ.utiJ.Jiy 
innl'J\l'•l bu··llll''' thi' I'J<ot Y<'Jr from 
ltiJJnr .tdwrll,l'r~. lu~~hh...:htt•J by .1 

Joublm~ <li .ldwrti,in~ ,.,.\'l'lllll'\ 
irom H'tli) JIIJ Tl'\IJIIr .lilt .KWUil(!l. 

WNCN\ slurply illll'r ow,ltin.m­
ci.tlp,·• t~>rmJnn· rdk·.-r~··! runtinuL·.i 
stK<t''~ ,,fdw ,tation\ th ~ml', 'Tiw 
Go.,,t L1tc. ·· whid1 WJ~ .ntlll.JU(cJ in 
tlu.·talltJf )91'\4, Tlus thl'llll', with its 
oricnt;llion tow .lTd up\l'.lll·listl'lll'rs in 
the 25-to-5-l--.l~l' ~wup, l1.1s !!•lilll'd 
ti)r WNCN tllll' ofthr youn~cstlis­
tl'llin~ JUdi,·nn·s oi any d,,,sir.ll 
mu.;il' \tJtion inthl· Unitl•d St.lll''· 

Nl'w pro!lr.uns WL'rl' •.h:v,·lop<·d 111 

I'.IH5 to ,;upport "The Gol'd Litl.·" 
tlwnw -;udt as th.: "H.un ptons 
itl'pnrt" llll dw popul.tr NL'W York 
Tl'Silr! ill till' SUIIInlt'T lllot!l)l\ .llld 
lll'W~ ,·m·,·r J!lL' of ski nmditium 111 dtl' 
NL'\1' EngiJthl.trL'.l dulin!'; thL· wim~·r­
tim~. WNCN al•u ~m·nv,th<'IIL'd m 
finatKial m:·ws (ll\'l'f.l)tl' in 19~5. 
ExpJnded n~w;;~tJJ~d distribution of 
K~·IIM•', dtl' suuon ~n10mhly nl.lg;•­
zin<' .md prngr.un gmd<'. contnlmtL·d 
to th<· ~·ftc.:·nwm·s> of WNCN\ m.•r­
kl'ring dion~. 

Othl·r t•JH5 WNCN hi!!:hliglus 
indudl'd: 

• WNCN won tht· M;tiur Arm­
srrunt-: Award adnunis!o:n:d by 
Columbi.l Univcrsny !'or cxo:IJ,·nc,• 
in FM br,lJ.Jr;tstin~ qu.tlity. onr of 

• WNCN intwcuml JBL'\1 pru­
~rJm, "N,·w York Musi,· Ma~atin<'. .. 
whidt o:uwrs upnnning l'Oill'l'l'lS in 
thl' mrtwpolitJn JH'.I throu~h J mag­
.llinl'-,l)·le ii.1rmJt. 

• WNCN ,il'whiJ'<'d J tll'w "lit!­
<oln \ Mmic in A m~m·J" l'onccrt 
scri.·s ~•ponsurrd by th<' F.1rd Motor 
C<1111pany's lin coin Di\·i~ion, whik 
conrinuin~ the popular Chica~o 
Symphony bwadcNs .md "AT&T 
Pn·~l·nh CJrnl'g.il' IIJIIl<mi~ht" 
~en~·~. 

• WNCN in.tugu~atcd .1 uniqul' 
so:rit•s llcd<."brity discjock..•y pro· 
~r.lm~. hostl·d by such wdl-known 
iigurL·s oith~·musical world a, 
B~·wrly Sills Jnd Kiri Tt: K.tnawJ. 

• WNCN nmtinucd a~ tit<' th~ship 
station of the Concl'rt Musk Nt·r­
work, ~<'T\'in~~ as the only New York 
statiPil to be rl'pri.'SL'IltL'd by Cuncat 
M1;sic BroJdcast Sab, the natitm'; 
,•nly all-classical sab n:prcsmtatiw. 

• \\1NCN ~tagcd mHh<·-air tich~ 
sdlin~ t"Vl"llh 1<1 h<'lll'tit h(lth Cml<'­
~ir lfall.md th<· N<·w York City 
Oj'\•rJ Company. 

• \VNCN l'untillu,•d to bro.ILI(J;t 
liw <'OIKC'rh fmr.1 ih uwn i>~:riiJr­
nunn· ~tudi\1, .1s wdl J~ r<·nnJ<oJ 
pcrl~lTillJIKl'\ frum the W.uerlno Fo:\­
tl\'ll in N,•w J<'Y~<'Y· thl' CJrJmoor 
FL-stinl in New Ymk\ \Vt.>~tdtl'\IL'T 
Count\'. .md thl' ··vuun~ Conc,•rt 
Ani~ts" ~··rirs ·,: thl." 92nd Strt'<'t "Y" 
in Manlutt.m. 

GAF tlR!WlCASTING INCOME 
($1(1 llw!.ntsJ 
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MANAGEMf.NT'S DISCUS,;JON AND ANALYSIS OF FtNI.NCI/\l CONOITION AND RESULTS 
OF OPERATIONS 

II ~~~~~';,~,j';.~,,:;:~~·:;;:l 'lf!lll!l,•nl•'to t< I'<'' Ill <"J•h 11•"' 

I, ti-mt,,r,·r..~n.•r" •ul••tlnu•llv •rnl''""''' !IK t\•mt·m~ ._ 
tit•.iiKUl •.•'thiHI•'II ,lllllll!! 1'/li~. Tl•<: l ·,,1111'}11\"\ (J\i; t!. • .­
fhlill "'f""·r Jlh.tft"~ IIHI\f{'\ ("d Jli .h.ldltlt.l~\c~J £:1 f J1l~ilh'~ll ~~SHt•) 
n1 1')~~ hl ~lt~i.J rniiJ~o:hl .tth;r .a 5JS :\ I111HIPt~ (tJ..;··~~J 

-t ;;\I·\ r. ~••m~ pr( . .Ju(h. A~ .1 rc>ult nftht• afqUi\lli<•n. 
GAi' h,, l:x-com" th<·mo•t full\' intlj(r.u"d roofm~ nunu­
fJ< turn 111 thr in.Jn,ll \·. with J c~<iw ,upply of l!bss nJJt. 
,,,mint-:~~ muk~. JnJ 1111\•: .:IJ'' ,ibcr. hnJncin~ fi.)r tht• 
.;,·'im'lll•l!l JnJ rdJH'J lllh,..-q•;cnt r.1piul cxpan;ron pro­
t-:rJlll\ w .. , <Jhldim·,l fhllll th" l"li~IK<' of two inJustrial 
n·n·nu.: b<>n,h inrh,· J~!!n·g.Ul' amount ufS13.5 million, 
wnh ml<:h''' utl'~ .11 •u~tanually It'\\ ti1Jn thc prime rate. 

Zl 

llhh"J'<'IIl 1'1:'\4 l<>t•l \\utl..•nt~ <J}'II.illlll rn·.-.1 S:'-1>.4 11111-

lh>tt ~~~··.,; t~.• )177.1 rn•lh .. :t.tl!.-r J s.a7.'i "ulh·.·~· i;r' .. i 
JUIIIJ' ml'l:•-l. wlnk h•t•l J''''' HIO;"J•<·d S42ft.'.• mtl!r,•n 
('..'4'\~i Ul l't!'\~ ta S.'.itJ 2 n~llhc.n 

Th~· in."I<'JII"\1.11 .,., t- .•• ,. Ill l'lS~ rrnu '!'J!h rdl,·, h thl· 
c,'l'lJ'Jil\" ... S4H'14 nulh<lllll!l"l'llll'''ll! 1111"•. 7!S.··~· •h.;n·­
~lfLr.u,,:·: (.~..at~tdi.' ""tHllt.\li "h-.4l \:.··· r~,\t(' ~ ''' (~{lll\Oh­
dJ!r.l hr:Jil< ul :\UI~III<'III\. I ir.· I ·.:1< w:y h" f'I<'·IJ\ r<\11-· 
•tr.l.ud onr.·•hu.l ~Jill\. Jft,·r,'\1'<'11·.:,, nlJI'I'h'\lllUtdy 
Sli:i nulh••H fr.>rlllhr- IIH"<''illlc·llll•.•••·•l••ll ;uJrl..,·lprt<"<'' ~' 
<ll hhru.1n !". I'J!If, 

In June· l•i:-1'\. I Ill· t '<•lll('JI!\" l'·'lh'd Sl :'>1 r nnlhun m II':'•'\, 
'cn:.;r ,ul-..•rdmJil'•j il•'l<''· ·1 t11• tin.\it(m1: JllJ oth,·r m·w 
in.lmtnJI r..:wml<' hnn.l, '"'''"'I durm~ I'IX'i rn<r<"J<<'•I tlw 

'l h.- c.,mp.<!l\·\ rJpitJl<·xp<-rlllitull'' inrrl'~'eJ .. i~niti­
<'Jntly rn J•JX~ 10 S-47.2million. J\ .-ompar~·J with S17.'J mil­
linn in l'JS.J. TI1.: inctl'J\&:d c:JpltJ.! outiJY' .wt<' partofdt<' 
Sl!H nnlhma ,·.lprul.-:\pJil\ion rw.:r Jill JIIUlUilL'l-d inthl' 
fourth quJrt,•r <)tl'.ll\4 w '>Uh\tJIIIIJily inm .,w production 
<".!pJnty "' \<"Wr Jilli th,• ComJ•.In)·\ .toanc .llc and ior,ir,n 
<ltx't Jll<lll'. 

Th<" <'.!pill cxpc:nJuurc rlllg_um in 11'tki will be iinancc:d 
trorn th•· pton.'t·d, oftlu: mJu~maln··.rnu.: bun.!~. int<·rnal 
,·,~>h tlow Jn<l (lut\iJl' bJnk hmrowin~~ ;l'> ncn-s•ny. A; of 
th .-nJ oti'IH5, •. ~<· Cmnp.my hJd commitments ofl)').4 
nnllicnliJr Jppm\"t:-1 l'Jpiul c:xp<"nditurc~. Commitments 
und~.·r YJri<•m rapiui ,1nd op<'rJtin~ ll'J1< obligations uc 
Jcu:J,·J in Noll' 11 to ( >msolidJtl'J Fmanci.tl Statement~. 

( 'oml'Jn\·\ pn<<'lll <)t .l•ht .,, ,kh plu• ntuuy. tic "JA'~;, 
~~ (),.,,.ml•..:r .\1. l'IK~. t•• 'i5,'i<,:;, 111 i'lx5. A,,, rn~t ~. llll<'r­
,.,,,,."1"''"' w.\\ SI'I.S rmlhc· n .n l'iX5 J' «Hilp.lr,·,l \\ ah S9.1 
nuilinl' 111 l'lx~ l·lPI\"<'\"O:c. Hit' .ht.lnl imt:r<''''':I.Jl<.'n\l' w•' l(,·,nL' ,,rl lpn.11in:l\ 
mnr..: dun ,,ft~ct h· S.:!~. ·t nlllhonllllll\'\''tm,·ntml"ntnt·. GAF 111 !'ISS r<.:orJ..:J th.:t;il!h..:•t earnings in its history, 

The C1m1 p•ny liJ, J S~il nulb, •:1 rr\ ch·in); (rc,littJ<ility hoth in t<'fllh oln<'l 'nr:omt' Jlli! incoml' before <'.xrraordi-
~nJ JJditimul ,)mrt-t.:'m 1m,., uf ardn. of wlud1 Jf'pruxt- nnr ,·n·dit•. The $54.] million in.;oml' bctorc: l'XtraorJi-
IIIJtdy S~.\ nulhon Jlhl $~>7.~ mllli<lll, h''l'''m'dy. w;·n· rury (red it• wa~ .)2% higher than rh· previous high ofS41 
unmnl.•r lkn·mh<·r .'1. !YS5. s,.,. N<·lt' t'o tu C.lllsohJJtt••l million •c( in l'llH, and rc:pr~'Sl'nt<-d J•' S83.5 milli<>n swing 
Fin.uKi.'l S:Jt,·m•:T. from~ lo'' ofS:!'J.:! million in I'IMJ. Ol't'rating income 

Tlw C.HllJ'lllY ;II 1'11'1" r.;IJ.-,j t~•r r•,kmpti<•;r Jl!ol its from tlw Chcmir.1l~ Di\·ision and GAl~ o1oadcasting 
<mt,l.lltdmg ,)ur,·,or.SJ.::o L'1ll'<'rtlhl,·prl'li:rrnl •t<K:I... rcJdl<'J record l.:wb. while the UuiiJing Matl·rials Di\·i-
Shar,·h,,IJ~rs <nmwtcd 2,3.1-1.553 ,fun:• otNd<nd ,luck •ion ~<:curJ,·d its b<'>l \l'Jr >inu: J<l79. 
in1<1 :!.'~Ji 1-l4 ,flJfr• ,,f,·•.llltr.wn -.rn,l. ,m.ltlw Colmpany Di\'i>ion irKOill<' inipruv.:d more th~n 25% in 1985to 
rc.l,·,·m,·J ll '.O.l\ ,hH<'' nf J'l<'ia,.·.l ,t<Kk .11 J pri<<' uf Sll.tX rnilli<m. r•·tkcting "I 17% inm•Jsc in Cher:ticals prof-
S~i.~ll plm .l<"<"rlll'ii .E~·i.lct::k ih from S"t'J milli<llll<' S'J~ flmillion, an !IS% incr,:asc in 

Till· C.lmp.m~ .. •n M.1y ill. I'J~5. Jrquird !~im tilxr Building MJtaial• profits hom SIO.IJ million to s:W.t mil-
m~mu:.nurm!-: f~lllhtl<'~ m Na,hdk. Tmn,.,,.., •. urd lrwm- lion. Jn.! J5H'~(, nll'H'J~C in Gl\F Bro.~d.-asting profits from 
liJit'. Calit<>rnLI !runt lh·idtl:nld Chl'niil'Jk Inc ji.,r S•J. ~5 SO. 7 m.Jiionto Sl.l million. Di\'ision income m 19!l4 htd 
mdiion. Th,· 1\' i, lh•W u'in~~ thr'e I;Inlr.ri<.'< Ill m.m- lll'Jrly tnl'!rd over I'I!U k·wls w S\10.6 r.1:llion as a rcsul< of 

tihn r<•r 111.11 ·,ub-rr Jto: ,;>;.•cl in 2~'':, lu)!_hcr Chemical~ profits anJ J S-15.4 million turn-
--.-~---------- .....,--:--· arouna·lifHUildiifj,fMaterhls·toa}lrot1rofSIO;IJ·million;-~ . .,._-
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Consolidated sales increased slightly in 1985 to S732 
million after increases ofS3l. 9 million (•L6%) in 1984 and 
S76.2 million (12_2%) in 1983. Chemicals sales were t.p 
$7.2 milhon (2%) in 1°~:;. reflecting higher unit sales and 
incrl'ased market pt·netration for all major product lines, 
after a 1984 sales increase ofS34 n1illion (10.5%). Building 
Materials sales ofS363. 9 million wc::e lower by Sfl. 9 million 
(2%) in 1985, reflecting a substantial iw:-rease in residential 
roofing unit sales being more than offset hy reduced selling 
prices, resulting from the industry's continuing competitive 
pricing £tructure, and lower unir sales of commercial roof:. 
ing and insulation. Sales were S370.8 million in 1984 and 
5373.2 million in 1983. 

Consolidated operating income for 1985 ofS87. 9 million 
represents an increase of 41% from last yc::~r's S62.2 million 
and a 560.1 million (216%) improvement over 1983 operat­
ing income of$2:/.8 miliion. Gross profit margin, which 
was 20.7% in 1983, increased to 24.9% and 29.8% in 1984 
and 1985, n:spectivcly, as a result of cost control measures 
implcmemed by new nnnagement in 1984. 

The Chemicals Division reported record high profits in 
191:15 ofS92.6 million, a 17% increase over the prcv1ous 
high ofS79 million for the year 19R4 which, in turn, was 
22% higher than 19M3 results. Operating margins in 1985, 
1984 and i9R3 were 25.4%, 22.1% and 20%, respectively. 
The Division continued to show an increasingly high pre­
tax oper:Jting return on as~ets, with a return of 42.6%, 
38.H% and 32.6%, r~·spectivcly, for the years 1985, 1984 
and 1983. 

The Chemicals Division's record pcrfornnncc resulted 
from irv:reased manuf.1cturing efficiencies. the continuation 
of a rigid cost control program, and higher unit sabin ali 
major product lines. The Division's international opera­
tions made an importanr contribution to thi; ;;trong per­
formance, despite the continued strength of the U.S. dollar 
throughout most of the past year, reporting higher sales 
;>nd improved profits. International sales increased 3.4% in 
1985 after an increase l)f 12.7% in 1984, whilc profits, 
which include GAF's 50% equity in its joint venture manu­
facturing operation, increased 17.3% in 1985 and 3% in 
19!H as compared with 1983. 

-h1 two years, the Building Materials Division has 
recorded a S54~6 million swing in operating results to a 
profit ofS20.1 million in1985, up 85% from S10.9 million 
in 1984, and from a loss ofS34.5 million in 1983. This per­
formance has been achieved through major cost cutting and 
production ~fficiency programs. The Division has benr:­
fited from increased sales volume<: in residential roofing, a 
more favorable product mix as a result ofincrl>a~cd sales of 
Timberline® and Royal Sovereign®, the closing of three 
unprofitable plants in 1984, and the effect of full conversion 
in 1984 from organic to glass fiber roofing production. The 
programs dcscribr:d have enabled GAF to become one of 
the lowest cost producers in the industry. After three con­
secutive years oflosses in 1981-1983, this turnarounJ has 
enabled the Division to show pre-rax operating returns on 
mw ofl0.4% and 6.9% in 1985 and 1984, respectively. 
Management expects this Division to operan~ at increas­
ingly higher levels of profitability in the coming year. 

Corporate operating cxpcnse.s were reduced by $3.1 mil­
lion (16.8%) in 1985, after a deo.:reasc ofS4.2 million 
(18.5%) in 1984 as compared with 1983. These reductions 
were attributable to programs implemented in 1984 to 
decentralize operations, reduce corporate staffs, and relo­
cate the Company's corporate headqJJartcrs. lntcr.:st 
expense was S19.8 million in 1985 as compared with S9.l 
million in 1984 and Sh1.3 million in 1983. The incrcasr in 
1985 primarily reflects the debt service on the Company's 
senior subordinated notes which were issued in 1985, as 
well as borrowing~ in connection with the Company's 
invcstmcn! program. The added in~erest expense was more 
than offset by S22.4 million in income on investments, as 
detailed in Note 5 to Consolidated Financial Statements. 

For a rev1cw of the effects ofinfiarion on the Company's 
financial sratt·ments, sec Supplementary Data-Financial · 
Hcporting and Changing Prices. 
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REVIEW OF CONSOLIDATED FINANCIAL INFORMATION 

GAF CorpMatiorr 

Summary of Selected Financial Data 
( Millioru ofD~IIars, E.wqrt p,., Sharr Amt>rtrrts) 
\'e11r E1rdtd Dmmln-r 31 198,1;. 1984 1983 1982 1981 

Net Customer Sales 
Chemicals $364.4 S357.2 5323.2 S294.4 S300.8 
Building Materials 363.9 370.8 373.2 328.8 371.7 
Broadcastil•g 3.7 3.3 3.0 

Consolidated Sales 732.0 731.3 ()1)<).4 623.2 672.5 

Division Income (Loss) 
Chr:micals 92.6 79.0 M.6 55.4 55.9 
Building Materials 20.1 10.9 (34.5) (2(1.3) (38.6) 
Broadcasting 1.1 0.7 0.5 

Total 113.8 90.6 30.6 29.1 17.3 -- ....... ---lncon~: (Loss).~£:!~Co!:tinuing Operations 54.3 41.0 (29.2) 12.2 (28.2) 

Earnings (Loss) Per Commm; Share-
Continuing Opcratious brf,m· Extraordinary Cn:dit~: Primary 3.14 2.62 (2.23} .64 (2.24) 

Fully Diluted 3.01 2.30 (2.23) .70 (1.57) ----
Dividends Per Common Share .20 .10 .05 .so .80 
As •!f D.wm/Jcr 3 I 

CurrL'nt Assets $428.7 S254.9 S2l0 9 5212.4 S337.3 
C11rrcrit lilhilitics 251.6 114.2 127.7 123.4 179.6 

Working C1pital 177.1 140.7 93.2 89.0 157.7 

Marketable SLocurities 202.2 

Propcny, Plant and Equipment-net 194.1 159.1 164.5 192.4 196.4 

Total A~scts 879.2 452.3 414.3 468.3 559.8 

Shan-term Debt 115.4 6.5 30.7 7.8 17.4 

Totallong-t:.·n~l Debt ____ 259.0 82;8 88.8 157.1 215.6 

Shareholdm' Equi_t\_' ----·- 298.2 214.0 169.8 181.9 134.7 ·---
Percent ofD.:bt to Debt Plus Equity 55.7% 29.4% 41.3% 47.5% 63.4% 

Market for Common Stock 
As of february 28, 1986, thl' common stock price was S67 1/1. ana thm· were 2~,368 holders of record ofGAF's 

outstanding common stock. The following infimnation pertains to the Company's common stock, which is traded on the 
New York Stock ExchangL', 

Cash Dividends Per Common Share Price Range of Common Stock 
1985 1984 1985 1984 

Hig~ 
-First-Qumcr-~~ ~--S.Qe .~S-=-______ ;___ ____ tir_~t Q~__a.!_!g_ __ _ 
Second Quarter .05- : · - - Second Quarter 
Third Quarter .05 ;05 Third Quarter 
Fourth Quarter , .05 .o:, Fourth Qu:irtcr 

------~-~-------------~---~----~-

.-:. 
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CONSOLIDATED STATEMENTS OF INCOME 

GAF Corporation 

(1111)UJ<IIIds of Dollars, Exttpt Ptr st.are A111<lllrlls) 

Ytar Endrd Dmmbtr 31 1~5 1984 19R3 -
Net Sales $731,%2 s 731,314 S699,397 

Cosu and Expenses: 
Cost of Products Sold 5!3,813 548,%7 554,876 
Selling, General and Administrative 130,206 120,139 116,703 

Total Costs and ExM,ses 644,019 669,106 671,579 

"' Operating Income ·-....... 87,943 62,208 27,818 
lntcn:st Expense """ (19,799) (9,143) (16,280) 
Income on lnwstmen~s (Note 5) ·~ .... 12,438 4,151 3,531 
SJthcr Expense-net (Note 2) ~8) (2,598) (39,258) 

Income (Loss) Before Income Taxes 
and Extraordinary Credio:s 87,474 54,618 (24,189) 

.-.Income Taxes (Nott' 3) 33,178 13,572 5,010 

Income (Loss) Before Extraordinary Credits 54,296 41,046 (29, 199) 
Extramdnmy C.-edits (Notes 3 & ~) 23,285 15,656 25,358 

Net Income (Loss) s 77,381 s 56,702 s (3.841) 

Earnings Per Common Share {Note 1): 
Primary: 

Uctore Extraordinary Credits s 3.14 s 2.62 s (2.23) 
_!xtr.wrdinary Credits 1.36 1.08 1.76 

Net Jr,cornc (Loss) s 4.50 s 3.70 s (.47) 

Fully Diluu:d: 
Before Exmordinarv Credits s 3.01 s 2.30 s (2.23) 
Extraordinary Cn:di.!s 1.29 .87 1.76 

Net Income (Loss) s 4.30 s 3.17 s (.47) 

Sec Nou·s 10 Cons(1!idat~d Financial Statements. 

(' 
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CONSOLIDATED BALANCE SHEETS 

(T/Joruat,ds of Dollars J 
l)~ctmhtd1 

Assets 

Current Assets 
C.1sh 
Short-term investments (Note 5) 

GAF Ccrporatiorr 

Accounts receivable, less reserve: 'J985-S5,142; !984-S5,426 
lnvenroric<. (Note 1) 
Other currt·nt assets 

Total Current Assets 
Marketnble Securitit:s (Note 5) 
Property, Plant and Equipment-net (Note I) 
Other Assets 

Total Assets 

1985 1984 

s 7,862 s 16,186 
209,298 53,367 
109,580 95,139 
94,007 83,452 
7,966 6,758 

428,713 25,~.902 

202,229 
194,086 159,115 
54,146 38,256 

$879,174 S452,273 

Liabilities and Shareholders' Equity 
--~~-------------------------------------------

Current Liabilities 
Short-term debt (Note C•) 
Current maturities oflong-t~·rm debt {Note 6) 
Accounts payable 
Accrued liabilities 
Income taxes payable 

Total Current Liabilities 
Long-term Debt Less Current Maturities (Note 6) 
Other Liabilities 

Shareholders' Equity (Notes 7 & 8) 
Preferred stock, Sl par value per sharl•: amhorized 6,000,(]()() shares; 

Sl.:!O convertible series; issued shares: 1984-2,539,658; 
at assigned val11e ofSI.25 per share 

Common stock, Sl par value per shart.': authorized 25,!Xl0,000 shares; 
issued shares: 1985-17,877,589; IIJR4-14,508,987 

Additional paid-in capital 
Retained earnings 
Accumulated translation adjustment 
Treasury stock, at cost 

Shareholders' Equity 

Total Liabilities and S'!,::eholdm' Equity 

s~~ Nmc, to Consolidated Financial Statements. 

$115,380 
10,132 
57,411 
58,924 
9,785 

251,632 
248,853 

8D,S36 

17,878 
60,836 

229,!i86 
(6,135) 
(4,012) 

298,153 

$879,174 ---
~~-::------.-, -~--~~~~-------~---~-~-~---------- ~~~~-

s 6,461 
10,278 
57,868 
36,562 

2,994 

114,163 
72.478 
51,626 

3,175 

14,509 
56,42.0 

156,123 
(10,451) 

(5,770) 

214,006 

5452,273 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

(T/IOI!Sa/lds ofDol/ars) 
Y tar ErtdrJ Dtctmbtr J I 

Cash and Short-term Invcstments,January 1 

Source (Usc) of Funds: 
Income (loss) Bcfor. Extraordinary Credits 
Charges (credits) not atlecting funds: 

Depreciation 
Plant shutdown costs 
Other-net 

G:\F CNporalit.m 

!otal funds from operations before extraordinary credits 

Extraordinary Credits 

Total funds from operations 

Additions to property, plant and cquij>mcnt 
Acquisition of glass fiber tacilitics 
Other working capital items .. 
Other 

Total source before financ.ing and investment activity 

Financing and iuvesuncnt acrivity: 
Incrt•asc (dl'CTC.lsC) in short-term debt 
lnnrasc-s in long-term debt 
Decre-ases in long-term debt 
luwsttn,;•nt in marketable securities 
Cash dividends 
Other 

Total source (usc) from tinancing and investment activity_ 

Increase in ca~h and short-term investments 

Cash and Short .. term Investments, December 31 

•Otl:~r workino: capital items: 1985 
------~~~--------
Accomm r~ccivJblc $(14,441) 
lnv~nrori•-s (10,55!1) 
Oth~r c:~rrcnt as~.o:ts (1,208) 
Accomm payable (457) 
Accntcd liabilitic' 22.,362 
Income uxcs P·•rablc 6,791 

Net suurn· (usc) of funds $ 2,492 

s,·e NotL"S to Consolidated Financial Statements. 

\984 

s 3,027 
7,2'J'J 
1.75'J 

11,1!59 
(630) 
710 

s2~.n24 

I'J83 

S(12,497) 
4,02H 
4,724 

(4.744) 
1,057 

HIJ2 

s (6.540) 

1985 19S4 
s 69,553 S23,468 

54,296 41,046 

t7,366 19,397 

5,3~ 4,209 

76,970 64,652 

23,285 15,656 

100,255 80,308 

(47,161) (17,900) 
(9,250) 
2,492 24,024 

16,149 (1,824) 

62,485 84,608 

108,919 (24,285) 
195,800 6,325 
(19,571) (12,407) 

(~02,229) 
(4,!18) (4,393) 
6,321 {3,763) 

85,122 (.~.523) 

147,607 46,08S 

$217,160 S69,553 

·._I, 

1983 
512,377 

(29,199) 

21,469 
26,14(. 
(1,937) 

16,479 

25,358 

41,837 

(13,904) 

(6,540) 
37,240 

58,633 

(10,554) 
62 

{34,800) 

(3,686) 
1,436 

(47,542) 

11,091 

S2J,.~Il8 
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 

(rllousauds ojD,,Jiars) 
\i-Jr Errdc·J Dtmnbrr J I 

$1.20 Convertible Prefmed Stock: 
Balanc~.Jatiuary 1 

-------~----------­GA ~ Corporariou 

Converted into common stock: 1985--2,428,625 shares; 
198-1--\1,740 shares; 1983-5,359 sbrcs 

n,..dcmption of pr&rrcd stock-11 I.O.J3 shares 

Balance, DccembC"r 31 

Cow.mon Stock, $1 Par Value Per Share: 
Balance, January I 
Conwr~ion of prctimcd stock and 5% convertible subordbated uotes 

Balam·c, L'cccmb::-r 31 

Additionall•aid-in Capital: 
Dalancc, January I 

Conwrsion of5% conwrtiblc subordin:UI.'d notes 
llcdl·ntption of prcli:rrl.'d stock 
EXCl'SS of proceeds owr cost oftrcamry common stock sold 
Other 

Balan,·e, Dw:mber 31 

Retained Earnings: 
IJJI:ance, JanuJry 1 

Net Income (Loss) 
Cash dividends: 

Prefem:d stock (per share: 19!15-5.30; 198-l and 19!13-SI.20) 
Common st.:":ck (rcr shan·: 19!15-S . .:!O; IIJH4-S.IO; 19H3-S.05) 

11alance, December 31 

Accumulated Translation Adjustment: 
11alancc,January I 
Accountin~ change at January I, 1983 
Translation adjustment for tbe y(~•r 

Balance, December 31 

'Ii'easury Sto~k, at cost: 
51.20 Cunn-rtiblc preferred stock: 

Balanc,·, January I 
l~cpurchasc ofodd-)0[ holdings-27,272 shares 
Conwrted intu common treasury sha•es-103,672 shares 

Halai,CC', Decemb,·r 31: 1984-WJ/•72 shares; Jl)H3-76,4(Xl shares 

Ccmmon stock: 
Balance, Janll:\ry I 

Hcpurchascd under restricted stock purchase plan: 
llJH4-20, 9.:!8shm·s; 1983-24,()13 shares 

Issued under various stock and stock puu:hasc 

Shareholders' Equity. 

Sec Notes to Consolidated Fitiancial Statc;hrnts. · 

1985 1984 

s 3,175 s 3,187 

(j,036) (12) 
(139) 

3,175 

14,509 14.466 
3,369 43 

17,878 14,509 

56,420 55,548 
7,167 669 

(2,888) 
13 128 

124 75 
60,836 56,420 

156,123 103,814 
77,581 56,702 

(743) (2,958) 
i3,370) (1,435) 

2:!9,586 156,123 

(10,451) (6,080) 

4,316 (4,371) 
(6,135) (10,451) 

(1,657) (932) 
(725) 

1,657 

(I ,657) 

(4,113) (199) 

(136) 

.. (1,657)' 

(4,012) (4,113) 
$298,153 S214,006 

19R3 

s 3,194 

(7) 

3,187 

14,459 
7 

14,466 

55,008 

484 
56 

55,548 

II 1,341 
(3,841) 

(2,970) 
(716) 

103,814 

(1,903) 
(4,177) 

(6,080) 

(932) 

(932) 

(1,151) 

(152) 

'(199) 

Sl69,804 

·. 
'· 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Gt\F CPrpPratiotr 

1. Summary ofSignifkant Accounting Pulil'iL'\ 
Principles of Con,olidation 

The accounts of all significant subsidiarit-s of the Company 
arc included in the cons~..\lidatcd financial statements. All 
significant intercompany mnsactions and balanct'S have 
bl-en eliminated. A wholly owned nptive insurance subsid­
iary and the 50 percent ow1wrship of a foreign chemical 
manufacmring company arc accounted for by the t•quity 
method. 
Short-term Investments and Marketable Securitie' 

Short-term investments and nurketablc securities arc 
~tatcd at cost. (Set: Note 5). 

Inventories 
lnwntories arc stated at the lower of cost (principally aver­

age) or market. Inventories at December 31 consist of the 
following: 
'fl'''"l~11d1 ·~fD<'llJrl IIJN:i 19K4 

Finishc,l ~oods S49,74K S40,296 
Work in proc.-ss 16,440 12,!l1Jl 
Haw nutcri.tls .tnd ~upplic' 27.~1'1 30,::!65 

Totll in1·emori!!s SlJ-!,Oh7 51'13,452 

Property, Plant and Equipment and Related Depreciation 
Depreciation is computed princi!Jally on the straight-linl· 

method based on the estinntcd economic lives of the assets. 
Certain interest chargl'S arc capitalized as pan oi the cost of 
propmy. plant and equipment additions. 

Property. Plant and Equipment at Dt•o:rnber 31 consist 
ofthl' following: 
'fl~<•u;~uJ.< 4D,>/IdrJ I'JH5 19H4 

land and l•nd improvcrnc~>t~ s 16,7W s 15,049 

lluildin~' and bni),)in~ equipment 53,631 52,55H 
M~chincry and cquipm<'nt 22f>.~ll7 :!00,(>51\ 
Cnn•trurtiun in pro~rcss 11,362 IO,IIi2 

Tout 30S,l40 271'1,447 
lm Amunul~:,•d DcprcctJtinn IH054 114,332 

Property, Pl.ull ;mil E3ui~,mcm-n•·L SI'J-1,0:-!(, 515'), 115 

Deferred Income Taxes 
Deferred income taxes arise from reporting certain income 

and l'xpcnse it.:ms in tlw financial statcmems in pc•·iods dif­
fi.·rcnt from those in which such amounts an.~ reported for 
inromc tax purposl'S. 

:~ .· .. 

Inveltml!nt Tax Credits 
The Company accounts for investment tax ctedits as a 

reduction of the provision for United States income tax (the 
How-through method). 

Research and Development . 
Research and development expenses are charged to opera­

tions as incurred and amounted to $10.4 million in 1985, 
SS. 7 million in 1984 and SH.O million in 1983. 

Earnings Per Common Share 
Primary earnings per common share arc based on the 

weighted average number of common and common equiv­
alent shares outstanding during each year after giving 
appropriate effect for preferred stock dividends. Weighted 
aver.1gc shares for computing primary eamings per share 
werc:(in thousands) 17,171 for 1985, 14,510 lor 1984 and 
14.442 for 1983. 

Fully diluted earnings per share arc based on the 
weighted average number of common and common equiv­
alent shares outstanding and the assumed conversion of 
convcrti~lc securities outstanding after appropriate adjust­
ment for mterest on convertible notes. Where the effect of 
the assumed conversion on net in,ome would be anti-dilu­
tivc, primary and fully diluted earnings per share are stated 
t~e same. W:eighted average shares for computing fully 
diluted carnmgs per share were (in thousands) 18,047 for 
1985, 17,993 for 1984 and 17,907 for 1983. 

2. Other Expense 
A summary of Other Expensl~net follows: 

"fllo11randr of Dol/au 
)'rar errcltJ Drmnbrr 3 I 19~5 19R4 198:\ 

Equity method incOmL' s 4,21cll s 5,125 $ 4,705 
l'l~nt shutdown costs (26,146) 
l'r.Jxy comest and rd•t••d expenses (10,042) 
Adjustment of in sur •nee ucruals (4,43B) (2,400) 
Office relocation .-xpcn•c~ 
Miscdlanrons-nct 

Other Esp,~l'<'-nct S(3,HIII) S(2.59!1) 5(39,258) 

·\ ,, . 

.... .. 

.:. ,,. 
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NOTES 1'0 CONSOLIDATED FINANC;AL STATEMENTS 

Equity Method Income and Net A:••.ets 
Financi.1l data for investments which arc accoumeJ tor by usc of the equity mNhod follows: 

Tlr~u..mds ~JD••ll.m 
\'tdl"tlldrd Dmmbrr .II 19!15. 19!\4 

Joint Captiw ln£urance Joint Captive Insurance 
h1•omc Sutcmcnt DJta Vc:nturc• Sub1idiuy Vt~lturc• Subsidiary 

RCVl'llUCS 54(:,417 s 3,ol(}, 545,613 53.1:!3 
Com Jnd Expenses 3(,,541! 2,273 35,102 1.8~ 

Opeming Inc-om•· 9,869 I,IJU 10,511 1,2?1 

Income for rhc Year 5,-145 1,1311 (,,735 1.291 
GAF Equity Therein 3.UH 1.130 3,!134 1,291 

Drctmbtr 31 
lhlancc Sheet DJIJ 

Current A"ct• s 9,2'JI! s J,J07 518,997 52,U!H 
NonruiTL'IIt .4,,-.·ts J(,,!!')7 '!,525 12,501 7,522 

Total A"e'' 46,1')5 12.H32 31,491'1 9,610 

Curr~••t LiJbihti<" 13.2£•-' 21! 9,615 3H 
Noncurrent liabilities 5,111 7,470 1,175 4,918 

Totall.iJbilitiL.., IK,.\74 7,49!! Jl,, t'.JO 4,956 

Net As""t' 27,!121 5,334 20,70!1 4,654 
GAF Equny Tlll·;,·in 13,052 5,334 1\,li'JII 4,654 

0jt1int Vcmur.· dJtJ pre>entcd Jhovc J•emins to C AI'/Hub Ch~mi,• GmbH, a joint L'CIItutc bt•twel'lt GAF CorporationJnd Cht·mische Werke Biils, 
which <'pcmcs 4 chcnural manufact11rin~ pla:~t in West Gl'tnuuy. 

3. Income ·-n,x,·~ 
Income Taxl-s consist of the following: 

Tlwus.m.ls.•(IJ••II;~rs 
rr.rr ruJt•tf barmht•t 3/ 191!5 t9H~ I'J!!J 

Federal St<J,(oll~ S 4.'.132 S 
l'on·i~,:n 7,HI!2 5,835 5,310 
Sr~tc 5J• 12 2,1!05 (JOO) 

•ln.co•n~lc•·T·a•x~es._ ____ ._ __ _. ______ ~s~3J~,~17~K--~S-13~}~.7•2~ 

The diffcrcnct•s between rhe income tax pmvision (benefit) 
C0111plllcd by applying the :;tatutory federal incOilll' tax 
rare to pre-ra x income (loss) amlrhe ;Ktu;ll tax provision arc 
as follows: 

'f1ulll.<~tJJI o(r;,,,lf~rs 
\'t·~• o'lltft,f b,wmho·r 3/ I'JH5 I'JH4 J<)!IJ 

Sramtory l'r:wision (llo·n~tit) S·IH,2JH S25,125 5(1!,127) 
Adju,uncnt•: 
()pcutin~ lms cmyforward 19,674 
I:JVntmcnr t:.x credit• (3,217) (10,71XJ) 
lmpJo1 off<~tcignopcwions (1/w!l) (1,572) (2,03ll) 
Sme ;~nd loclllaxe' J.<m 1,515 
01h~r (5.293) (7%) (1,491J) 

lliL"LIIIleTJXl,_ S33, 171\ Sl3,572 s 5.'Jl() 

At December 31. I9H5. the Company had for financial 
reporting purposes net ope-rating loss carryfi1nvarJs availa­
ble to offset funm: income suhjccr to tax of approximately 

· of · million relates to 
doinestic · ·. ' · 

As of December 3}, 1985, provision had not been made 
for United States income taxes on approximately S20 mil- .. 
lion of unremitted earriings of consolidated foreign sub­
sidiaries and the Company's ~0% owned joint venture, 
· becaus~ any Uriitl'tl States taxes payable oi1 foreign earnii•g~ 
which inay be rcmittl-d in the future arc expected to be su~ 
~tanrially reduced by foreign tax credits~\ , . . ,_~ , 

.,',' 

\ 

Extraordinary Credits tor 1985, 1984 and 1983 include 
51,576,000, 51,830,000 and S3,527,000, respectively, repre­
senting the incomt~ tax benefit from the utilization offor­
cign operating loss carryforwards. The 1985 and 1984 
Extraordinary Crc,:its also include income tax benefits of 
521,709,000 and 55,479,000 from the utilization offcdcral 
and state eperating loss carry forwards. Future utilization 
of the operating loss carryforwards for financial reporting 
purpose~ will require the restoration of applicable deferred 
income tax amounts. 

~-Benefit Plans 
In 1982, the Board of Directors of the Company author­

izer.! the termination oithe Retirement Plan for Salaried 
Employees (Plan), a defined benefit plan, effective Decem­
ber 31, 1982, ;.md the creation of a new GAF Capital Accu­
mulation Plan, a defined contribution plan, for eligible 
salaried employL-es l·ffectivc jar,uary I, 1983. As a result of 
th~ termination, transfers of funds were made to the Com­
pany in 1983 and 1984 in the total amount off,S5,178,000. 
Such reversion of the Plan's residual assets to the Com­
pany created Extraordinary Credits of$8,34:(,000 and 
S21,H31,000 tor th.! years 1984 and 1983, respl:ctivdy. 

Under the new GAF Capital Accumulation Plan, Com­
patJY contributions r.onsist of a basic contribution of three 
percent of the comp•:nsation of participants fc;r the plan 
year together with contributions, u;:r to an addi-
tional four in the plan, for those 

. . plan. Each participant fully vested at all times in the. • · 
. in each of his or' her accounts in the plan.' The . · 
aggregate corirributions made by the Company to the plan . 
arid charged to'operations in 1985, 1984 a11d 1983 were 

·· S3, 126,000, 52,8~6,000 and 53,029,000, respectively. 
- ~- . ·.. ·. 

"\ 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

The retirement plans for hourly employees and Texas 
City facility t'mj)loyccs arc noncontributory defined benefit 
plans. Company policy is to fund accrued prn~iun expense. 
P~'llsion expense chargl·d to operations was S559, 000 in 
1985, 5289,000 in 1984 and 5430,000 in 1983. A comparison 
of the accumulated piau benefits and plat\ net assets for 
these plans, after giving effect to the spin-off/termination 
as discussed in the following paragraph. is presented 
below: 
'n!~tiJands ·~iD,ol/ars 1985 191!4 

ActuJri3l pr~nt v1luc of ac<llr11Uiat<·d 
pl;m benefit~: 
\'cn..-d SI,H77 5!13,1\25 
Nonvcst•·d 502 2,-161 

Toral 52,379 Sll( •• ()!1(, 

Plan a.-cr. a.vliiJbl~ tor h.~tc.i~> Sl,21b S92/)2() 

A\\umcd r<~te of return !!'Yo 1!% 
l'll11 v ~lua.lion Ja.tc 1111!15 111/!14 

In 1984, du: Company announced a proposed spin-off/ 
termination im·olving its Retirement Plan for Hourlv 
Employees, pursuant to which the Company purchast•d an 
annuity contrJCt approximating S6lJ.6 million CO\'ering the 
bendits acrrued to Septt•mber 1, 1984, for participants of 
the plan. Assl'tS were sufficient to pro\'ide for the accrued 
bl·ndits of all hourly participants. Pursuant to governmen~ 
tal rq~ulations, excess assets werl' thetl "spun~off" to a new 
plan tor inactiw members. The inactive plan wa:; thl'n ter~ 
minatL'd. f-ollowing government approvals of the spin~off/ 
termination, excess assl'tS ofS16.1 million rl'vrrted to the 
Company in November, 1985. An addir.ional S3.8 million 
was rccei wd and established as a rl"Servc! pending final reso­
lution of any plan liabilities. The Company will contribute 
to the plan in future years for active l'mployccs to ml'et lia~ 
bilities as the\" accrue. 

In additim; to providing pension benefits, the Company 
and its subsidiaries pro\'ide certain hL';Jith em~ and lite 
insurance bcnl'llts t(Jr retired employees. Substantially all of 
th·~ Company's cmployl'es, including cmployel's in foreign 
countries, may bccoml' cligibll' for those benefits if they 
reach normal retirement age while working for the Com­
pany. The cost of rctirl'l' health care and life insurancl' 
b•!lll'fits (S3.2 million and S3. 7 million in 1985 and 1984, 
respectively) is recognizl'd as expense as claims arc 
incurred. 

As part ofthl' 1977 and 1980 discontinuance programs, 
the Company provided lwalth and life insurance covcragl' 
for certain retired employcL'S of discominucd businessl's. 
TI1e balance of d1e liability for such future obligations at 
December 31, 1985 and 1984 was Sl6.8 million and SIS mil­
lion, respl'ctiwly. 

5. Marketable Securities 
During 1985, the Company acquir~-d6,961,()()1)shares of 

Union Carbide (Carbide), or 9.9% of the total -:-utstanding 
shares, at an average cost of approximately SSt .1 share. In 
December 1985, the Company announced its intention to 
commence a cash tender offer for all the remaining out~ 
standing shart'S of Carbide. However, the Company with­
drew its tender offer in january 1986, and exchanged 3.5 
million shares of Carbide pursuant to Carbide's exchange 
offer. GAF will report the gain resulting from that transac­
tion in the first quarru of1986. The Company remains a 
major Carbide shareholder, retaining 3,228,187 shares or 
approximately 10.6% of Carbide's outstanding shares, 
which is classified as Marketable Securities, a non-current 
as:ict. 

After the sale of233,000 shares in December, the Com­
pany at Dt:cember 31, 1985, held 6, 728,000 shares of 
Carbide at a total cost ofS405.4 million, including 
approximately S60 million in costs rcla\ing to the Compa­
ny's tender offer. At that date, the :narket value of such 
shm-s was S476.8 million, based on S707/K per share. The 
cost basis of the 3.5 million shares exchanged in january, 
S203.2 million, has bl'Cn classified as a current asset at 
December 31, 1985. The remaining S6.l million of short~ 
term investments at December 31, 1985, and S53.4 million 
at December 31, 1984, arc stated at cost which approxi~ 
matt'S market. 

Income on investment$ for 1985 includes S8.9 million in 
net rl'alized gains, $10.6 million in dividends and $2.9 mil­
lion in intcrt"St income. Income on investments for 1984 and 
191-13 represents interest income. The determination of cost 
in computing realized gains and losses on investments is 
based on the first-in first-out method. 

(,. Debt and Di\'idcnd Restrictions 
Information regardin~?; short-term debt is as follows: 

'fltotlwtds4Dol/ar; 1985 1984 1983 

AsofDecembcr 31: 
Balance outst.mding 
Wci1:htcd an·ragc imcrcst rate 

Fur the Y car: 
Average month-end •hort-tcrm debt 

ouutandinl: 
Maximum m<"uh-cnd short-t~·rm debt 

Oli!SIJilliin~ 
Weighted average momh-cnd inrcrcst 

raE I!' 

Sl15.3tllJ 
S.7% 

s 51,757 

5118,315 

8.6% 

5 l•.4CJ1 530.7-16 
8% 10.7% 

517,915 573,'.131 

545,789 $95,517 

11.4% 10.1% 

OfthL· total short-term debt outstanding at December 
31, 1985, $99.4 million represents margin loans secured by 
shares of Union Carbide stock. Such loans were repaid in 
January 1986. with from the exchange of3.5 mil~ 
lion Carbide: shart'S 5). 

term lines of credit a··l ~gf\cga.tmg ai~Pr·oxima 
lion (in addition to revolvm,g .. c rean 
belo\v). The short-terni·lines credit are llla.UIL<Illlt:u 

banks on terms·,vhich expire on vaci?us 
. erally renewable: Borrowings generally bear 
·.ncar the p~me commercial lending rate •. 

-·. ·~ 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

long-term debt at Decemb;:r .'1. 191!5 and llJH4 was as 
follows: 
'l'lto11uarrds coflHII•rs 1'!K5 I9K4 

9'il'~'• smior notrs dur Much .ll,l9!!7, with Jnnu•l 
srhrdulc-.1 princip•l n:p•ymcnt• $ 1\).(o.NI SI7,HMl 

ll1f2o/o ~ior notes duL' J•nuuv 15, I 'N:!. \\'ith 
annual schc:dulrd prin,'ipalrcpaym<'tlts llo,71MI I'I.JOI 

Revolving credit agrrcmrnt 
lndumial rcvrnuc:bonds with vuious intcr"'t rJ<cs 

27,(XNl 

Jnd maturity Jatcsto 2012. Cc·min .. sets uc 
plrdgc•d as col!Jteul t.herrto. 3'1.Y~(, 22.9111 

Obligation under "Pitallra•.c: (Note 1 1) 11,525 10,319 
1 1·'1•% senior subordinate-.! note> due june 15. 19'J5 150,1.MN) 
5% ronwrriblr subotdm•tt·J not'" due April!, I1J'J4 7.51M) 
Other 5,2.14 5,556 

Tout 25~.'1K:, !!2,756 
b~~' 'urr~1u nunuiEil~ 10,1.\2 10.2711 
-
Lon~-terrn dc\11. 1<->s rurr<·nt nutuntics ~2411,1153 572,4'/11 

The Company has a S50 million revolving m·dit facility 
with a consorriul': of banks, tcrmimtingjanuary 31, 1987. 
lntt•rest on the borrowings is at the prime rate, a rate based 
on the London lmL·rbJUk Offer Hare, or a rate based on the 
CL·rriticate oiDeposit narc. Under the agrL'Cil1L'nt, a com­
mitment fcc is charged on the daily awuge unused portion 
of the commitnwlls. 

Till' agn:cmcut includes re~trictions on the payment of 
cash dividends on GAF common stock, generally based 
upon 50% of net income subscc1uem to April I, 19!!4,less 
all cash dividL·nds and certain other special payments made 
after April!, jlJ!!4. As ofD~ccmber 31, 19K5, S50.!! million 
of r~tained earnings were available under this agreement for 
such purposc:s. The agrL·emem and other Juan agreements 
comain provisions which, among other things. rL·quire tht• 
maimenance of minimum working capital and net worth 
and limit the amount of debt and capital expenditures, 
n-strirt tlw right to sell capital assets, engage in mergers or 
consolidations and to incur certain contingent obligations. 

The O.>mpany in June 19K5, issued S ISO million <Jf 
IP/11% ~eni.lr subordinated notes due June IS, 199i The 
notes Will bL• redwnablc at the option of the Company 
aftL'r Jum· 15, 1992, at their principal amount piLls accrued 
interest. Interest on the notes will be payable ()11 June 15 and 
December 15 each year. 

The 5% conwrtible subordinated notes were convertible 
into shares of common stock at any time a' a conversion 
price ofS22.50 per share. During I'JHS and 1984, S7,500,000 
and S700,000, resrectivcly, of notes were conwned inro 
333,331 and 31,111, n:spcctivcly, shares of common s~ock. 

The aggregate maturities oflong-t,.mt det.t for the next 
five years arc as follows. Borrowings ofS27 million out­
standing under the revolving credit agrel·mcnt arc included 
in dtl' 1987 ~mount based on its term. 

4,107 

7. Capital Stol·~. 
The Comp.1ny '·': 1985 cai!C'J ior redemption all of us om~ 

standing shares on~.20 conwrtible prcferr-:J stock. Share­
holders convcrtc!i 2,324,553 shares of pr.:ferred sto~k into 
2. 905,144 shan-s of common stock. and the Company 
redl't'ntcd 111,033 shm-s C\( prefcrn•d stock Jt a price of 
S27. 50 plus accrued dividends. In Jddition, the Company 
converted alll03,672 shares of its Sl.20convcrtible pre­
ferred stock held in treasury into 129,590 shares of common 
stod: to be held in treasury. 

At December Jl, 1985, there were 1,896,753 shan'S of 
common stock rt-served lOr i;suance under the Company's 
stock option and stock purchase plans. 

8. Stork Option and Stock Purchase Pia us 
In 1984,the C01r.pany adopted the 19;14 Stock Option Plan 

which provides for the granting of incentive and nonquali­
tied stock options to key employees of the Company and its 
subsidiaries to purchase common stock of the Company at 
not icss than 100 percent of the fair market value at the date 
of grant.. Under the terms ofthl• plan, options for 800,()()(} 
shares ot common stock may be granted from time to time 
until A pril30, 1989 .. The term of each option is five years 
and sixty days. Options may not be exercised during the 
first year after the datl' of grant, but thcreJftcr, options 
lx·contl'l'Xercisablc as to 20% of the shares subject thcr.:ro 
on each of the first through the fifth anniversaries of the 
date af grant. 

Thl' Company's 1975 nonqualificd stock option plan 
provided for the granting of8(XJ,OOO options to k~"Y 
cmployL·~s to purchase common stock of the Company at 
not lt>ss than tOO p;:rccnt of the fair market value at the date 
of grant. Options granu:d through April 3D, 1984, arc exer­
cisable one year after grant aud expire after 10 years. 
Options granted after April30, 1984, arc subject to the 
~arne terms and conditions as options issued under the 1984 
~,ruck Option Plan. 
Th~se plans provide for stock appreciation rights, 

wherein an option holder may request "surrender" of the 
option in exchangL' for payment (in cash N srock) by the 
Company of the difference between th:: option and market 
prices on the date of surrender. The rcqucct~':i surrender of 
an option may be granted or denk-d at the discretion of the 
Executive Compensation Commit~ce of the Board of 
Directors. The plans also provide for limited stock appreci­
ation rights permitting the option holder to surrender cxer­
cisabk options in the event of a tender or exchange offer for 
the Company's common stock made by someone otht•r 
than the Company. 

6,118 ' 
3,985·. 

. ·\ 

,., 
·-. 
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NOTES TO CONSOLiDATED FINANCIAL STATEMENTS 

The tollowin~ is a ~oumnu.ry ofCI."ruin •nklrm.auon pn­
t~ining to th( 1975 ;md 1~ ~tod:. option pbru: 

.\Jwt(J I \Ill'\ 1%4 I'M~ -----
Out".ll>.h"l~ j.lllun~· I t,i\,!4111 :!~4.41~1 .o<14,h'iil 
Grmml 92!Ji!S 41ll,41WI 
Eurri!ot'J i"'.lll)) (S2,(UI) J1 -".7l;,ili 
Trrmm.a~N (li,52il) (7,101) \'l.~·il) 

011UUndm11 J)e,·cmber Jl 1•72.\'U t.75,1Ul 2'\4.4iU 

Atlkcnni>er .\1 
EMTowblc 2.~1.11'15 ~II,'AJJ 2~l.4i1'1 
A,· • .t.ahl.: rur ~r uu ."IJ,W:i. 4'\ll,;!IU 1.:4_1Ul 

Opn..,n t•n•f lhn11~ I'.-.! Shuc 
Out•t.anJUII\ s 9.1>1<,- s 'l.fo1'i- 'I 9 11:!•-

54i• ~r,o lo2) 7;tl 1141<7.\ 
h<'hi•.:J s 'l.f~'\. s 'l.t.l"- s 'Ill!~· 

S!J7">~1 IIU75 SIU75 

In Apnl IIJM. the ~turdwld~:r~ of the Comp.a11y 
approvnl the- !9l'l.f Employt-e Stock Purdu~c t•lan (owrin~ 
6(Ml,OOO shJrt·~ olwrnmon Mock. The plan pro\'i<.k~ 1; •r 

~r.;;ll\ tlf ~)ruom to ruf(hl'>C ..turn nf ;:ommon uock Ofl.l 

nlmdt\{Timin~tor)· b~\1\ to ~n rh~tihlt-cntpl(lym of the 
Comp.m~- .tnJ u~ ~ub1dunl"\. No O(IIIOO~ ro J'UtdUlol.' 
:~>hue\ of .;-ommor. \tock und('f li.c pbn m.oy bt guntro 
1ftcr Apnl3n. 191N. The prn:e .u wht'h ~oh.l,"C:'1i may be- par~ 
du\Cd 11. the blo4.'f of(i) ~5~-0 (lfthe fiit m~rliet \·alueoo ·ht­
d.tt\' of gram or (u) K5o/o ofthc fair m.nkct \'.ih(: on the d.1tr 
of purchul". A\ of lkccmhc-r 31, ICJSS, <VJ,KJ2 thun of 
common '~>tock. h~d been ts!!iuC'd under the.- plan. 

Under the prmi~ions of the Comp.in)· \ 19!W t nUl\. 'ted 
and IJIITL"Strictcd ~rock pl•rch.nc pb.n. 650JI(l(J 'h.trn of 
common \lt)Ck were .1mhorircJ fur ~ak co k<y ctnl'loyen. 
The plan currcndy pru .. ·td~ that tt~trktcd .and unn,;tnot"d 
-,hue\ nu.y he- !>old .u pric~ whid1.1tc not k"!t~ tha:, ~(}per­
erne ;md KO ~r«'llt. T("\f'\'fti\·dy. uf the doroinK m.uk, 
prin· prt'n·Jing th~: d.u•: of ~unt. Under ccmin condhom. 
th_L' CL~rnp.tny hJ~ the ri~ht to n.-purchnt" r~trictL.J Ut.i:r-> 
ol mrnmon ~to(k .It thr.' mi1~in.al ~cllin~ price. At J>;:-crn:l:Kr 
Jl. I'JHS. th(·re werl' :!77,H'JO ,h,w~ ~vJibr!l· iiu ult•und.•r 
thi~ ~tock purr!:~~;;• pbn. 

--~~--------~---------------------------------------------------· ll, Hu,in··~~ s .. ~llH'ut\llll(lrlll<lliun 

---------------------------------------------------------,\lillio•n.o ••flJ,•IIJil 
I (~r rroJ~J 1),.,.,.~.., .II 

S1lcs 
ChcmKJ],• 
Uuildin~o: Mm·n~l­
llr•ud.-~Min" 

Dl\'l'ion lnnunr (Lu") 
Ch~rmr•J,•• 

/luildill!! M•r.•ri1l' 
l!r•uu~·nlinl( 

Tor1l 

Corr<>r ~r.-: 
Oper .uin~ Exr,,•,c• 
lnt<'fL ... I I::Sf'l'll\~ 
Odl<'t lncomr (EKp..thc.-_•_~<_'r ________________ _ 

N(l Corpor ••~ Exp~m •. ·, 

lnwmc (L<M) lief~"' ]neon!<' l:O.x,-.; 
1nd Exrr.mJinuy L•.:·lir. 

ldrmithbl.- A••rt• 
Ch•·micJ!s• • 
llui!Jinj: M•t••riJl' 
Corr<;r Jle Jn.! <>th,·r 

11)35, 

S:IMA 
.\I,J 11 

l.7 

$7.t!.tl 

l 92.11 
211.1 

1.1 

IIJ!I 

(15.4) 
(1 1i.H) 

H.9 

(21>.3) 

5"'7.5 

5217..1 
194.2 
41<7.7 

1'1114 1'~·13 I 
mn SJ!\ 2 

.\70.!1 .m.z 
l} 111 

$7.11 3 ~N'H 

$ 79H S M.b 
10.9 (3-t.S) 
11.7 (l!; 

'll.l.i• ~I.(, 

(IllS) (22.7) 
('P) (ltt.l) 
1114) (I; II) 

(~dl) (S-4.11) 

s su. 5(.1-1 . .:!) 

S:!IU.II 51911.1 
!SlUr 1114.1 

11'1.9 52.1 

$~711.2 S4Sl..l lo41·0 ----------------------------------------------------~----~~---~ Tot•l A."C'h 
,o\J,!ition• h>l'ruJ•~rty. I'IJnt Ju,l Eqmpm•·nt 
Chemic~!• 
lluildin~ M>tcrul, 
Corpnr ~~~ Jll.l uth.-r 

s !1.5 
2U 
u 

s 47.:! 

~-I• 5 -' , __ 

~.H Ill 
!J.3 0.4 

s 17.'1 s l.tQ c•·--------

' ~Chcmicals,~k'$ m net o(intmcg1~mt ules ofl27.-4 ntillio,;. s:n.2 million and ~20. 9 million lor 1985, 1984 and 198J, respectively. 
lnle~gmr:nts.tk"S ue m:oi-dL-d at the same pri«"S chuge<lto un';.fliliatcd customers. ', · · ' , 

.. Chetnical~ IJivlsion income and id~1iifiable :assets ind11de GA.F~ $0% equil)' in the income and aumofGAFFHruli Chemic GmbH (!iff Nll(e2). . ' . \ .. . . . . 
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~--~-...., -- __ p ___ ..., ____ ......... 

\f/;.,,,,1\:~n.--:.r-

,, .. ,-..lil/"1<,,_,,. ,, 

I ul\lt<' tlllt~·nwm Jr,,,. r.>vmrnt• ti•r prnf'l'rtl;-, "lurh .u~· 
hdJ unJ.:r l<'m:.-r.:rm lll'H<Jn<d•H.: ~.-~ .... .., J\ ofD,·«mlx-r 

1,,.,. -''· ,.,,. ,n,· l' {,u,,"'· 
Ot-tnt;,., o,..,.r~oM: 
Srt \.oln• Sl-4: •.; \'~'· ~ ~~~~ 'f 

f'rr' .._-...tt~ tr8 --~ .. l -.1 _\ l H.~ l \1, •I ,, 
I'~; :h. lit' 

~~~~t~~------ -~-- ----~~--~~~~~-------
b\i'l>fiM' \lo.u.-.·1 tkto.'4i.'lfb,_ltflf '•'~""' 

.,nd t~nau:rdm._.t, \.tt·-...td .. 

fonip Oprrat;.....; 
~ ... ,.._ \,Jl{'<l.·· 

("""tiHiit:. ir~-. \."'·f~h 

t '~" 
l!(.'l,l, 

' !<'U 

14 h 

f;'1 

' _\0 l ·~'I'; 

, .. " ~ t.l-:'\1,' 

' ~~ ' ~ :,; 

' J\ If ' 11• 
~ I k1\ 

~!~~~-!~~:-.. ~-~r~1~~. -~-~.:-~ ~------.. ·--. -~·---------~-~-----

IIJ,\cl)H. \I'"'"'· ~~lftlf&' IBI••"'/'1\" ~-A .. \\ 
iliH-1 I \Hoi' 1.;1!:.;\'\ 'h'~h1'l :'1 ' 

.... ; ,; ' 
' 

J<i' s l'f> . ~ , s _\'1 ,\ 

•1 \1ttlh"l.tl. ~•h"'~ -l•t n·.1 !'t ! '~t~.,kn ht t ..... "". ~ L'f~~~&:l ~rhj ... rf.n. ,.!' s,.-~. 11. nli!­
hl~ot~, j,'\.4 'i!IH!!J-~ii.IH•ff.}"~_<· fii.1Jil,lfl h"\J~~'\H\tf.. 

• ·h~:,·\,:ll •• i~ ~ ,_, ,. 1111 •• 1 n .o~n• ~. h t\d"" ,yr, .. ~~-··..:•.,r-hiL •rt _., ,,,· Sl• · " nui­
ht•n \~ l. ;;.;'i:··' "'lh1S>"I ..J rwi!!i~l.·r'l.·'J"1.•rnd\. 

•u h····~.-~! '.,l~ r ,.f,,•m· •II• "lih' .~o•.,i lo'innlH .. ~Ii: ,.,•..:!\ llh lu-i(~."-~ ·, Z..J'",, 
t-...-u~\ 1J'• thr ;p .• m~r m~i .,. ...... ,""'.~. ~)1 ( i -'1 I i1:.~,_ \ lwnut" ( .. n,H I -......,· ~~~ti ~. 

11. ('t,t!liPitUH itf" .111o.i ( 'nntiPtflh·j,., 

·n,,· kJ·•· ,;,r rlw l \unpJtlv\ h<'J•I•JIIJrt•·r- u1 \\Jill<', N.J .. 
'' .,.,,u,.t,·,Jt;,, ••• ,·~pitJiko~"·-mJ ,,mduJ,·J ml'lll~'­
ar\·, I'!Jnt JlhltcqmJ'IIl<'lll--,-m•t Jl lk<<'lllb•·r .'1. \'lx::, .llhl 
J•Jx~ mil~<· .JIIh•um ,,f S-:'.Jtl(,,l•.~' Jrlll F .. ::..v.,;uJ. t<''J"'<·­
unh _ IlK rd,ll<'llpr<''<'l\l \'J!m· of fumn· JH'I 111111111111111 

kJ•·· r•• lliL'tlh ,, rdkd,·.! J\ '''fl~-t··rm .kb! (•,·.: No!<' h). 
JIIJ th<' Jlll"llloJII<>I\ l'\.~'11:11\<' J\"I(!JWJ \\ ath th .. <JpiiJI 
I<'J": ''till iu.t,·,J ill ,kJ'I<'<IJlil•lll'\f'<'ll'<', Till' l:.•mJ'Jil)' 
JJ,,, hJ' <'~J'<'fJtt:J~ J.:J"'' ti•r IIJII'J'<>IIJ11•>11 ~li<l JJU pr.l­
<l'\'111~ ,·qmpm<'IH .m.l ti>r ntlwr bmJ,Im!!' 

/h.-•. ..,..;,,., fl,-n... c.roul 1 )f""'"OJ: 
~'=-~!.~!-~~!:...-----~-~-~- ~-- -~--__;l_;c_•"..:' ___ _;l_;r_•..-...:· _ 
l'N• S L '>t4 S'i.~\4 
1'"'" 1.~ UWl 
!'- 1.•1'1 1M! 
l'i"'l UY• 71• 
l'U• l.~H 317 
l . .a~n Yr.-n 7.:\l·w, 

1 ,;~.: mu-umu.m rnm,,ll\ 
•"''"mhrcn vu.iudcJ.at-."r 

Pn '-.t."T't \itu~.-t~f'tu:1 rmmmum 

At I'I'Xl'lllix'r ,,1, 1'111"., ihcrl' \\"l't<' \'Jflllm lJW\Uil\ rend­
Ill!! .1!!311\'t th~o· c.nnp.m~· rd.mn" to 11\Jll\'r, Jri\1111' frum 
'" hu-.tm"''- mduJm.: lpproxnmtrh· 2.\.ihl invoh·in~t 
1->.,Jt\y IIIJU!;' d.mm rd:atm!( to tl.,·,·xpmurc tu J'hl'!>lll' or 
J\IX'\tll\-(4\llt.Ullll!' rrot!l!Ct\ nolon!!tr ~Lll.t b)' tl.l.' CNII­

l'·•m-_ Tl!t> (\>ll\;'Jil\' '' Jl'n ttlm\,! J' J tki:-.ubnt in 
·'l'f'lll'tiintJtdv ih ~'l't'>to' pt<l('\'tty JJtllJ~l' IJ".'\IIit> by 
"houi.Jt,trirt' Jill! other <JWncl\ ofhmldin!!' ~<'t'km~t to 
,..,.,, ,., ,lmiJ~<'\ inri•1din~ tht· •o\lof r.·rmi\'JI of a'"'-"to~ 
1mubtllln JnJ other ~~~.·~t~l\ product\_ Tht' iull ro't of 
nhkmnny md dd~·n'<' ef.rilthc J'ht''!ll' hudily injury Jll<! 

J'"'P•'rl~ .iJillJ!!l' hw•uir,. ·> l••·in.: pJiJ by rhr CompJny's 
n"ur Jnn· •.arnrr•. \ubJ<',·c w rc"·= v.atimh of ri~ht~. In the: 
''l'lllh•u••fmJIIJft~mcnt. th~o·uhinw.· dispminon of '"'h 
nuttn' \\ 1!: awl h~\·.: J nuu·rial.aJwr~o: ,·t'fect on rh•· Com­
p.my\ <on,ohd.atrJ tinanti.:.l p•.J\iti<lrt. 

~~- Suppi<'IIK~tldrr J'in.and.rll•;!\•raMtion 
H~olU•.JrtJ~ .q 1),1/IJr~ 
),,./f ,.,J,J /)i;OJLM -~~ I'!H_S ___ I'I_Il-l ___ 1'l_K_3 

s.IU'lfl S-III,H22 
7. 14f· "· 954 

AUDITORS' REPORT 

ARTHUR 
/\Nl)ERSEN 

&.l~} 

li!l Eawnh••w·~r l).arkwJ\' 
j{,,.,·Jan.t. New l<'N'Y o7nt>l( 

Ttl lit<' <.,hJrdllll,f.or, .md 11<\lr.l of Dlt<'dt•r' of 
GAr c,,rr•lfJttnn: 

\\'.: hJH' •:XJIIIIII<'J tlw wn,llliJ.atc,l h.aiJIKI' \ht'l'l\ ofGAf 
Cmpur.Hi•'ll (J I k!JWJ!l' <urp1.1r .ati<>n) .an .I \Ub,l,hJrJ<'~ a' ui 
J)I'(L'tllr<'f Jl, 19!<5 .mJ l'l~ .. uulthl' rd.lll'd 'UII'IIIiJJt~o•J 
,tJici!l<'lit' (•t inwnw, dun~''' iutin.m<tJI P'"ttum JnJ 

- l~•r th•· \'<:\U' til<'tl <:ndt·•L Our cx.um-
nations we.~ 
auditing sund:irds Jnd, ucordingly, . tests of 
the a.,counting :i:qrds and such other auditing procedures 
as wt considered ni:.:essary in the ciromtstances. Tht> fman­
cial sutem\•nts for the year mdcd lkccmbcr 31, t9K3 were 
eitamincd by other :•1~itors whose report .thereon dated 
February 17, 1~. exprcs~ an Uilqu.diticd opinion on 
thos~ statements. · · 

In our opinion, th~ hn.mcial \tatt·m•·nts n:f•·rr.-J to ahrNc 
pr.-~l'!lt iJit!\· the fiawu:ial po,ition ofGAF Corpou<ion 
.md ,uh.,iJiaril"!> as ofDcwmb,·r 31, 1'.11!5 and 1984, and the 
rnuh• oirlu·tr op•·rJtiuns auJ the chan~c' in their financial 
po~ition f~)f thl.' yc:m dlCII t•nJcd, in COli With 

during the periods and on,, h::5is consisteiu 
· pri."Ceding year. · 

\1:· 

February 10;1986 
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SUPPLEMENTARY DATA (Unaudited) 

Pinandal n ... porting and Chan~ing Pric ... ~ 
The Cr .. mpany's financial statements arc presented on an 

historical cost basis and, as such, arc not intended to m~as­
ure the effects of changing prices in an intlationary ccon~ 
omy. In accordance with the Stdtcmt'llt of Financial 
Accounting Standards No. 33, "Financial Reporting and. 
Changing Prict-s," as amended, the folhwing suppiemcn­
tary information is presented to rctlc~t the estimated impact 
of inflation on the Compa1:y's income from continuing 
operations. 

The Company's historical finaucial data have been 
adjustcd for th•! effects of dungcs in specific prices (curn:nt 
cost basis) 011 inventories and property, plant and equip­
ment. Plant and equipment cur~ent costs were estirna.tcd by 
adjusting historical com by .:xternally generated industrial 
price indexes. Inventory <"Osts .vcre dt.•vd0ped using cur­
rent rnJnufanuring co>ts. Inventory costs included in the 
Cost of Products Sold were .icrermined on average current 
costs during the year. D<:prcciation expense was aqjustcd 
based on the restated asset vJiucs using the same .:stimatcd 

useful lives and depreciation rates used in the primuy 
tinanciai sutements. 

Adjustt'd income before extraordinary credits ofS44.8 
n~illion firr the year ended December 31, 1985, compares to 
reported earnings ofS54.3 million, reflecting the increased 
cost of replacing assets during inflationary periods. Thi~ 
hypothetical decrease in i~:,comc 1s due w the higher dcprc~ 
dation cl\pcnsc on property, plant and equipment and 
higher costs ofinventorics sold. Sales and other costs and 
expenses, including income taxes, have not been adjusted. 
This points out the higher tax burden on com pani~s during 
inflationary periods, as the effective tax rate for GAF 011 the 
adjusted income statement is 42.6% compared with a rate 
·1f37. 9% on the 1985 historical financial statements. 

The management of the Company cautions the reader in 
interpreting this suppleme••tary data due to the required usc 
of numerous assumptions and L-stim:;rcs in preparing rhe 
information. ThL'SC data zre therdi:.re onlv an indicator of 
the ctTects of inflation and do not provide' a precise 
measurement. 

Consolitlat~<l ?«IICJIH·IIt nfinconl\' Alljmtcd for c~.a __ n::;g_ir..:'l!:;:.' _P_r_k_c,.,s ___ , ____________ _ 

Adjuned lOr 
·"'" Repon,-d in 1he Cha~ges in 

1'/tolls.mds 4D••ilm Primary St;ucmmts Specific l'riccs 
\~·dr Htodcd f),·;n,brr 31, I!' i (Historira: Cosl) (CumutCost) 

Nl't Sak·s S73t,96: . 5731,%2 

Cmt <>il'roducrs Sold• ~YII,842 502,406 
Dcprccillion 17,366 23,340 
OJhcr Expenscs-·n<'l !08,481 108,481 
lmcmt Expense 19,799 19,799 
hiCOill<' T~.n-s ~.3,17H 33,178 

-------------~----Income Bo:I;Jrc Ex~:aorditury Credits S 54,296 -~ 
:P:.::.u:..:rc:.::.h:.::.":..:'il,.,lg:.::.• po;,:..:..":.::.·e"'r "'ga-i•"'• :.::.o,-,-nc..:.·t-n_m_n_l'_tJ_r_y_li~ .• b:-i-hr-ic-·s-----------------------.....:...;;,_:._ 5 2,548 

lncreJse 111 specitic prices (cmro:ll! cm>t) of invwtorics and 
prop<"rt)', pbnt and<"qUipment held during the ycJr" 

Effect of incrc.tse in the general price kwl 
s 5,693 

12,00? 
.~--------------------~----lucrcJ.\L' in sp1.~citic price.~ '.J-..cl· (undt.·r) cffc"'! ·ofincrcJ~t: 

in the gcncr •I price (c,·d _____ ...,;$ (6.314) 

-*Excludes 514,1171 depreciation expense included in Co't of Product.; Sold in th~ primary finandJI swtcm,·nt>. 
• •The estimated current cost of net Property, !'lam Jll<l Equipment and lnvcntotics was S241l,267 and S94,H24. rt:specrivdy, at Deccmbl-r .11, 1985. 

Comparis0n oi'Scl<•n,•d Suppi••nwr;i.lr)' Fin.mci;•l Dara 1\djusiNI for Efr,•ct' ufChanl':ing Pric<1~ (111 Average 1985 DoUm) 

TI"'"'~"Js4D,,IIm, l:'.wo'I'' l't·r Sltllrt' ''""""'" IYH5 I'JH4 19~3 · !981 1981 
Net S.rk; S731.%2 S'/57.~:!2 5755,223 5694,653 $7'Jj,526 
Curn~nt cost in.tOrmJtim1: 

Income (lo.IS) fromwnunuiu!; opc;ati<m' ·14. 75,~ 
Income (lcw•i per common slt.~rc-prunary 2.5~ 

;!(,,~·10 (5(t,!OiJ) (12.235) (57,1i•2) 
1.64 (4.10) (l.OX) (4.37) 

· :md 
over ;4]4 

N:t>ssets Jl Y<"'r-cnd ,. 286,-157 

I,W9 3,431 1\,845 
,;10 .05 .56. 

25.02 17.66 15.43 
Jll.l 298.4 289;1 

Orh~r dm, adjusu~d for g(.~lei'al inflation: 
.. · Purcha~ing power gain oir lll'l mon<>tary lhbilitil-s 2,548 

Dividrnds per i'omrnon share ., · .20 
Y car-end m~rkct price per cummon •hare . 51Ul6 
Avenge Consumer l'ricelndcx ·-~------------32_]_2__,.-----~---.., , ___ .=,:,.:..:..;__ __ =:..:, 

........ 

33 
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SUPPLEMENTARY DATA (Unaudited) 

Quarredy finanC"ial Data (Un~uditcd) 

19H5 by Quarter 198-t by Quutcr 
Afilli~tu~fD,,IIarr ExcrJII Prr S/rdrr Atr,•rmrs Fim Second Third Fourth First Second Third Fourth 

Net Sales 5175.9 . 51!!11.1 SI93.H 5174.2 51<.').1} 5191.3 5203.8 Sl66,3 
Co•t ofl'roducts Sold 127.1 130.2 135.1 121.4 12'J.H 143.R 151.1 . 124.3 

r.ro\S Profit S 4R.S s 57.'1 s 511.7 s 52.<1 s 40.1 s 47.5 s 52.7 ~ 42.0 

ln,omc Bc:orc Income Taxes 
and E:.:traordimt\' Cr.odits s 1'!.5 s 2~.2 s 24.11 s 17.9 s 10.1 s 15.5 s 17.0 s 12.0 

Income Taxes ' KA 9.11 9.3 5.7 2.7 3.6 4.'i 2.4 

Income Hctorc ExtuordinJr)· Cr~dits 11.1 15.4 15.6 12.2 7.4 11.9 12.1 9.6 
ExtraordinJry Credits 6.-1 11.-1 7.:'< L2 6.2 3.2 1.5 til 

Net Incom: s 17.5 s 23.li s 22.') s 13.4 13.6 s 15.1 s 13.6 s 14.4 

Earnings Per Common Slw~• 

I'rimarv: 
Before Exmotdin~ry Credits s ,72 li~ • I s .!17 .1>7 s .46 s .77 s .7') .61 
ExtraorJuu.ry Crc1.~;ts .-12 .-Ill .-II ,()7 .-12 .22 .to .33 

Net lncom<' 1.14 s u~ 1.28 s .74 s .!!II s .IJ') s .II'J .94 

Fully Dilut<•d: 
Brforc Extraordinary Credits .62 .Ill> s .!l7 .67 s .42 s .m s .61! s .54 
Extraordm>ry C rcdits .Jr. .-17 .-II .()7 .34 .18 .08 .27 

NL·tlnnuw: $ .911 s 1.33 Sl.:!ll s .74 s .76 s .KS s .76 s .81 

•tnJccordmc~ with the prO\•isions of APH Opinion Nu.l5, ~.tmir~~s per shar<· arc cakulated s~pamcly lor each quart~r and the full year. 
Acconlin~ly, •nnual c.1rnin;~> per shar.· willrwt ncq·"arily ~qu•lthc total of the interim period•. 
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p.!: i.'';;; ;.~;, ;:~ ~:.::-~"/: , . ,.~.::.'.·:; ;.·r~··-~~~ :': :::, ~\: '::: :;,': /:i; ~ .. ','.;~ :'r~ ,'j':!.:: ~~: ~ '~ :_;~' ~.~., 
r:.:t.'t 1 h'"· ...... :~ru!i-..h. l':''''b..-t:~ll1 \'.tHt\.·t-:-.. t1.'\hni~..tl ...,.dr"=pr..'f·.(lll'-, 
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Corporate Offices 
1361 Alps Road · 
Wayne, New Jcmy 07470 

Domestic 
GAF Corporation's pl;~.nts, rc.-search 
laboratories and sales offices arc 
locau:d throu ghou;; the 
United Stares. 

Chemicals 

Manufacturing 
Alabama-Hunts\'illc 
Kentucky-Calvert City 

I Missouri-Annapoli:; 
New jersey-Bound Brook 
New Jcrscy·-Lindcn 
Pctmsylvania--Bluc Ridge Summit 
Texas-Seadrift 
Texas-TeY.as Ciry 
Wi~~onsin-Pembine 

Sales Offices 
California-! rvin\' 
Illinois-Lombard 
New Jersey-Lind~r. 
North Carolina-Charlotte 
Ohio-Cincinnati 
Pennsylvania-King of Prussia 
Tex.ls-Arlington 

ltcsearch &: DP.velopment 
Maryland-Hagmtown 
New Jersey- Wayne 

Building Materials 

Manufacturing 
Alabama-Mobile 
California-Fontana 

holders will be held at 10 a.m., 
· M:~11day, A pril28 aahe Chase 
Manhattan Batik auditorium; 
Ground floor, ·.. · . 
One Chase Manhattan Plaza; 
New York, NY 10081 

FormtOK' , 
A copy of the Company's Annual ·. 
Report on Forni tOK as filed with the, 
Securities and Exchange Commission .. 
may be obtained, fr~ of charge, by 
writing to: ' 
GAF Corporation , · 
· CorJl.oratc Affairs Deparunent · 
1361A)ps Road\ · 
\Vayne, ~J 07470,' 

THE WORLD OF GAF 

California-Irwindale 
Florida-Tampa 
Georgia -Savannah 
Indiana-Mount Vernon 
Mary land-Baltimore 
Massachusetts-Millis 
Minnesota-Minneapolis 
Pennsylvania-Eric 
South Carolina-Cht:Stcr 
Tennessee-Nashville 
Texas-Dallas 

Sales Offices 
Alabama-Mobile 
California-Fontana 
Florida-Tampa 
Georgia-Savannah 
lllinois-Hodgkins 
Indiana-Mount Vernon 
Maryland-Baltimore 
Massachusetts-Millis 

I Minnesota-Minneapolis 
New Jersey-South Bound Broor 
Pennsylvania-Eric 
Texas-Dallas 

Research & Development 
New Jem.'Y-Wayne 
Tcnn~-ssec-Nashville 

International 
GAF Corporation's major mark~ting 
and service facilities arc locatl-d 

. throughout the world. 

European Region 
Great Britain, Eshcr-Headquartcrs 
Austria-Vienna 
JJdgium-Sint Niklaas 

SHAREHOLDERlNFORMATION 

the',!>ppc>rtullit:Yt.o buy , 
adliltilJnall). hares through an 
autornaticdividend reinvestment·' 
service, administered by Morgan 
Guaranty Trust Company of, New 
York. For further details contact: 
Morgan Gu;~ranty Trust Company 
ofNcwYork ·. • . 
30 West Broadway · · 
New York, NY 1001~ 
(212) 587-6515 . ''\ 
. . . 

GAF's co~mori stock is i~ted ~n the 
Ne\y York Sto~k Exchange (symbol: 
"GAF'). ·.. ··. 

France-Paris 
Great Britain-Manchester 
Italy-Milan 
Nctberlands-Schiedam 
South Africa-Sandtou 
Spain-Barcelona 
Swcden-Johanncshov (headquarters 

for Norden countries) 
Switzcrland-Zug 
Wl'St Gl•rtnany-Frcchcn 

Western Hemisphere Region 
New Jersey, Wayne-Headquarters 
l1razii-Sao Paulo 
Canada-Mississauga, Ontario 
Canada-Ville St. Laurent, Quebec 
Mexico-Mexico City 
Puerto Rico-Carolina 

Australasia Region 
Australia, Sydnlj'-Hcadquartcrs 
Australia-Melbourne 
New Zcaland-Auckhnd 
Republic of Singapore-Singapore 

North Pacific Region 
Japan, Tokyo-Headquarters 

GAF Broadcasting Company, 
Inc. 

New York, New York 

.S11bsidiary: 
GAF Insurance, Ltd . 
Hamilton, Bermuda 

Affiliate: 
GAF/Hiils Chemic GmbH 
Marl, West Germany 

Guaranty Trust Company 
York · 

30 West Broadway 
New York, NY 10015 

§~AF ~"JSo.r~tion t986 
Pnntc;d to SA.. . .. 
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